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REGARDING USE OF THIS OFFICIAL STATEMENT 
IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY 

OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET 
PRICE OF THE BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN 
THE OPEN MARKET.  SUCH STABILIZATION, IF COMMENCED, MAY BE DISCONTINUED AT 
ANY TIME. 

No dealer, broker, sales representative or other person has been authorized by the Authority, the 
Corporation, the Underwriter or the Bank to give any information or to make any representations other 
than those contained in this Official Statement, and, if given or made, such other information or 
representations must not be relied upon as having been authorized by any of the foregoing.  This Official 
Statement does not constitute an offer to sell or the solicitation of an offer to buy, and there shall not be 
any sale of the Bonds by any person in any jurisdiction in which it is unlawful for such person to make 
such offer, solicitation or sale. 

The information contained in this Official Statement has been furnished by the Corporation, the 
Authority, the Bank, the Confirming Bank, DTC and other sources which are believed to be reliable, but 
such information is not guaranteed as to accuracy or completeness by, and is not to be construed as a 
representation of, the Underwriter.  The information and expressions of opinion herein are subject to 
change without notice, and neither the delivery of this Official Statement nor any sale made hereunder 
shall, under any circumstances, create any implication that there has been no change in the affairs of the 
parties referred to above since the date hereof.  The Underwriter has provided the following sentence for 
inclusion in this Official Statement.  The Underwriter has reviewed the information in this Official 
Statement in accordance with, and as part of, its responsibilities to investors under the federal securities 
laws as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee 
the accuracy or completeness of such information. 

Neither the Authority, its counsel, nor any of its members, agents, employees or representatives 
have reviewed this Official Statement or investigated the statements or representations contained herein, 
except for those statements relating to the Authority set forth under the captions “THE AUTHORITY” 
and “LITIGATION – The Authority.”  Neither the Authority, its counsel, nor any of its members, agents, 
employees or representatives make any representation as to the completeness, sufficiency or truthfulness 
of the statements set forth in this Official Statement.  Members of the Authority and any other person 
executing the Bonds are not subject to personal liability by reason of the issuance of the Bonds. 

THIS OFFICIAL STATEMENT CONTAINS LIMITED INFORMATION WITH RESPECT TO 
THE CORPORATION.  THE CORPORATION MAKES NO REPRESENTATIONS HEREIN 
CONCERNING ITS PRESENT OR FUTURE CONDITION, FINANCIAL OR OTHERWISE.  
PURCHASERS OF THE BONDS SHOULD MAKE THEIR INVESTMENT DECISION BASED 
SOLELY UPON THE LETTER OF CREDIT AND THE FINANCIAL STRENGTH OF THE BANK. 

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, 
AS AMENDED, AND THE INDENTURE HAS NOT BEEN QUALIFIED UNDER THE TRUST 
INDENTURE ACT OF 1939, AS AMENDED, IN RELIANCE UPON EXEMPTIONS CONTAINED IN 
SUCH ACTS.  THE BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER THE 
SECURITIES LAWS OF ANY STATE. 

CAUTIONARY STATEMENTS REGARDING FORWARD-LOOKING 
STATEMENTS IN THIS OFFICIAL STATEMENT 

Certain statements included or incorporated by reference in this Official Statement constitute 
“forward-looking statements.”  Such statements are generally identifiable by the terminology used such as 
“plan,” “expect,” “estimate,” “budget” or other similar words.  Such forward-looking statements include, 
but are not limited to, certain statements contained in Appendix A herein. 

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED 
IN SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, 



UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, 
PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM 
ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY 
SUCH FORWARD-LOOKING STATEMENTS.  THE CORPORATION DOES NOT PLAN TO ISSUE 
ANY UPDATES OR REVISIONS TO THOSE FORWARD-LOOKING STATEMENTS IF OR WHEN 
ITS EXPECTATIONS, OR EVENTS, CONDITIONS OR CIRCUMSTANCES ON WHICH SUCH 
STATEMENTS ARE BASED OCCUR. 
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OFFICIAL STATEMENT 

$33,895,000 
ABAG FINANCE AUTHORITY FOR NONPROFIT CORPORATIONS 

SENIOR LIVING REVENUE BONDS 
(ELDER CARE ALLIANCE OF SAN FRANCISCO) 

SERIES 2006A 

INTRODUCTION

This Introduction is intended only to serve as a brief description of this Official Statement and is 
expressly qualified by reference to the Official Statement as a whole, as well as the documents 
summarized or described herein.  All capitalized terms used in this Official Statement and not otherwise 
defined herein are defined in “SUMMARY OF PRINCIPAL DOCUMENTS” in Appendix B.  The 
Official Statement speaks only as of its date, and the information contained herein is subject to change.  
The descriptions and summaries of various documents hereinafter set forth do not purport to be 
comprehensive or definitive, and reference is made to each document for the complete details of all terms 
and conditions.  All statements herein regarding any such documents are qualified in their entirety by 
reference to such documents. 

Purpose of this Official Statement 

This Official Statement, including the cover page, the Summary Statement and the Appendices, is 
provided to set forth certain information in connection with the offering by the ABAG Finance Authority 
for Nonprofit Corporations (the “Authority”) of its $33,895,000 Senior Living Revenue Bonds (Elder 
Care Alliance of San Francisco) Series 2006A (the “Bonds”). 

Purchase in Reliance on Letter of Credit   

THIS OFFICIAL STATEMENT CONTAINS VERY LIMITED INFORMATION WITH 
RESPECT TO THE CORPORATION.  THE CORPORATION MAKES NO REPRESENTATIONS 
HEREIN CONCERNING ITS PRESENT OR FUTURE CONDITION, FINANCIAL OR OTHERWISE.  
PURCHASERS OF THE BONDS SHOULD MAKE THEIR INVESTMENT DECISION BASED 
SOLELY UPON THE LETTER OF CREDIT AND THE FINANCIAL STRENGTH OF THE BANK. 

Purpose of the Bonds 

The Authority will issue and deliver the Bonds under the Joint Exercise of Powers Act of the 
State (commencing with section 6500) of Chapter 5 of Division 7 of Title 1 of the California Government 
Code (the “Act”) and an Indenture dated as of December 1, 2006 (the “Indenture”) by and between the 
Authority and The Bank of New York Trust Company, N.A., as trustee (the “Trustee”).  The proceeds of 
the Bonds will be loaned to Elder Care Alliance of San Francisco (the “Corporation”) pursuant to a Loan 
Agreement dated as of December 1, 2006 (the “Loan Agreement”) by and between the Corporation and 
the Authority. 

The Corporation will use the proceeds from the sale of the Bonds, together with other available 
funds, (i) to advance refund the California Statewide Communities Development Authority Revenue 
Bonds (Elder Care Alliance of San Francisco) Series 2002A (the “Refunded Bonds”), and (ii) to pay 
certain expenses incurred in connection with the issuance of the Bonds and the refunding of the Refunded 
Bonds, including certain fees of the Bank (defined below).  See “PLAN OF FINANCE” and 
“ESTIMATED SOURCES AND USES OF FUNDS” below.

The Corporation 

The Corporation owns and operates a 135-bed residential assisted living and dementia care 
facility for older adults in San Francisco (the “Facility”).  The Facility is located on land owned by the 
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Roman Catholic Archbishop of San Francisco, which is leased to the Corporation pursuant to an 
Amended and Restated Ground Lease dated as of January 15, 2002 (the “Ground Lease”).  The Facility is 
the only facility that the Corporation owns and operates.  The Corporation has no source of revenues other 
than the Facility.  It has received a ruling from the Internal Revenue Service stating that the Corporation 
is exempt from federal income tax under Section 501(a) of the Internal Revenue Code of 1986, as 
amended (the “Code”) as an organization described in Section 501(c)(3) of the Code.  The sole corporate 
member of the Corporation is Elder Care Alliance (“ECA”), a California nonprofit public benefit 
corporation.  For additional information on the Corporation and ECA, see Appendix A – 
“INFORMATION CONCERNING ELDER CARE ALLIANCE OF SAN FRANCISCO AND THE 
FACILITY.”

Security for the Bonds 

The Bonds are equally and ratably secured by and payable from Revenues, which consist 
primarily of loan repayments made by the Corporation to the Authority under the Loan Agreement.  Loan 
repayments are required to be in amounts sufficient to pay the principal of and interest on the Bonds. 

As further security for the Bonds, the Corporation will grant a security interest (subject to 
Permitted Encumbrances) to the Trustee and Sovereign Bank (the “Bank”) as issuer of the Letter of Credit 
securing the Bonds, in the Facility.  The Corporation will execute and deliver a Leasehold Deed of Trust, 
Assignment of Leases and Rents, Security Agreement and Fixture Filing (the “First Deed of Trust”) dated 
as of December 1, 2006 for the benefit of the Trustee and the Bank to secure the Corporation’s 
obligations under the Loan Agreement and the Reimbursement Agreement.  The Corporation will also 
pledge to the Trustee and the Bank a security interest in all its right, title and interest in and to the Gross 
Revenues, the Gross Revenue Fund and the proceeds thereof.  See “SECURITY AND SOURCE OF 
PAYMENT FOR THE BONDS” below. 

THE BONDS AND THE INTEREST THEREON ARE LIMITED OBLIGATIONS OF THE 
AUTHORITY, PAYABLE SOLELY FROM THE FUNDS PROVIDED THEREFOR UNDER THE 
LOAN AGREEMENT AND THE INDENTURE.  NEITHER THE AUTHORITY, THE ASSOCIATION 
OF BAY AREA GOVERNMENTS (“ABAG”), OR MEMBERS OF THE AUTHORITY OR ABAG 
SHALL BE DIRECTLY OR INDIRECTLY OR CONTINGENTLY OR MORALLY OBLIGATED TO 
USE ANY OTHER MONIES OR ASSETS OF THE AUTHORITY, ABAG OR ANY OF ITS 
MEMBERS TO PAY ALL OR ANY PORTION OF THE DEBT SERVICE DUE ON THE BONDS.  
THE BONDS AND THE OBLIGATION TO PAY PRINCIPAL OF AND INTEREST THEREON AND 
ANY REDEMPTION PREMIUM WITH RESPECT THERETO DO NOT CONSTITUTE AN 
INDEBTEDNESS OR AN OBLIGATION OF THE AUTHORITY OR ABAG, THE STATE OF 
CALIFORNIA OR ANY POLITICAL SUBDIVISION, AGENCY OR PUBLIC INSTRUMENTALITY 
THEREOF, WITHIN THE MEANING OF ANY PROVISION OF THE CONSTITUTION OR LAWS 
OF THE STATE OF CALIFORNIA. NO OWNER OF THE BONDS SHALL HAVE THE RIGHT TO 
COMPEL THE EXERCISE OF THE TAXING POWER OF THE STATE OF CALIFORNIA OR ANY 
POLITICAL SUBDIVISION, AGENCY, OR PUBLIC INSTRUMENTALITY THEREOF TO PAY 
THE PRINCIPAL OF, PURCHASE PRICE, PREMIUM, IF ANY, OR INTEREST ON THE BONDS. 
NEITHER THE AUTHORITY NOR ABAG HAS ANY TAXING POWER. 

The Corporation has covenanted in the Loan Agreement to provide a Letter of Credit as security 
for the Bonds while they bear interest at a Weekly Interest Rate. 

The Letter of Credit 

Concurrently with the issuance of the Bonds, Sovereign Bank (the “Bank”) will provide a credit 
and liquidity facility to support the Bonds by issuing its irrevocable, transferable direct pay letter of credit 
(the “Letter of Credit”), which will expire on December 6, 2011, unless extended or renewed, or upon the 
earlier occurrence of certain events.  The Letter of Credit will be supported by a confirming letter of 
credit (the “Confirming Letter of Credit”) to be issued by Citibank, N.A. (the “Confirming Bank”).  The 
Letter of Credit will secure the payment of the principal of and interest on (computed for 49 days at the 
rate of 8% per annum) and Purchase Price with respect to the optional or mandatory tenders of the Bonds 
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prior to conversion to a Fixed Interest Rate Period.  The Confirming Letter of Credit expires on December 
5, 2007, subject to 364-day renewals to December 6, 2011.  See “THE LETTER OF CREDIT AND THE 
REIMBURSEMENT AGREEMENT.” 

To obtain the Letter of Credit, the Corporation has agreed to certain covenants in the 
Reimbursement Agreement dated as of December 1, 2006 between the Bank and the Corporation (the 
“Reimbursement Agreement”).  In the event of a default under the Reimbursement Agreement, the Bank 
has the right, in certain circumstances, to accelerate the Bonds under the Indenture.  The First Deed of 
Trust will also secure the Bank, on a parity basis with the Trustee. 

Security Granted to Other Parties 

In 2002, the California Statewide Communities Development Authority issued its Taxable 
Subordinate Revenue Bonds (Elder Care Alliance of San Francisco), Series 2002B (the “Subordinate 
Bonds”) in the original principal amount of $8,180,000 for the benefit of the Corporation.  The repayment 
obligation of the Corporation with respect to the Subordinate Bonds was subordinate to its repayment 
obligation on the Refunded Bonds, and is subordinate to its repayment obligation under the Loan 
Agreement.  The Subordinate Bonds are primarily secured by a letter of credit (the “Letter of Credit”) 
issued by Allied Irish Banks, p.l.c. (“AIB”) and are not issued under or secured by any pledge of the 
Indenture.  In connection with the issuance of the Subordinate Bonds, the Corporation granted a 
Leasehold Deed of Trust with Fixture Filing and Security Agreement (“Second Deed of Trust”) on the 
Facility to benefit the trustee for the Subordinate Bonds and AIB. 

Risk Factors 

An investment in the Bonds involves a certain degree of risk, including those set forth under the 
heading “RISK FACTORS” herein.  A prospective Bondholder is advised to read “SECURITY AND 
SOURCES OF PAYMENT FOR THE BONDS” and “RISK FACTORS” for a discussion of certain risk 
factors which should be considered in connection with an investment in the Bonds.  Careful consideration 
should be given to these risks and other risks described elsewhere in this Official Statement.  Among 
other things, careful evaluation should be made of certain factors that may adversely affect the ability of 
the Corporation to generate sufficient revenues to pay expenses of operation, including the principal of, 
premium, if any, and interest on the Bonds. 

THE CORPORATION 

Elder Care Alliance of San Francisco, a California nonprofit public benefit corporation (the 
“Corporation”), was formed in November 1999.  The Corporation owns and operates a 135-bed 
residential assisted living and dementia care facility for older adults in San Francisco (the “Facility”).  
The Facility is located on land owned by the Roman Catholic Archbishop of San Francisco, which is 
leased to the Corporation pursuant to an Amended and Restated Ground Lease dated as of January 15, 
2002 (the “Ground Lease”).  The Facility is the only facility that the Corporation owns and operates.  The 
Corporation has no source of revenues other than the Facility. 

The Corporation has received a ruling from the Internal Revenue Service (the “IRS”) stating that 
the Corporation is exempt from federal income tax under Section 501(a) of the Code as an organization 
described in Section 501(c)(3) of the Code.  The sole corporate member of the Corporation is Elder Care 
Alliance (“ECA”), a California nonprofit public benefit corporation. 

For more information concerning the history, governance, organization, facilities, operations and 
financial performance of the Corporation and ECA, see Appendix A – “INFORMATION 
CONCERNING ELDER CARE ALLIANCE OF SAN FRANCISCO AND THE FACILITY.” 

THE MANAGEMENT AGREEMENT 

The Corporation has contracted with ECA for certain management and support services to the 
Facility pursuant to a Consulting, Marketing and Management Agreement, as amended and dated as of 
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November 1, 2006 (the “Management Agreement”).  ECA currently operates retirement communities in 
Camarillo, Oakland, San Rafael and San Francisco, California.  ECA was formed in 1996 as an 
independent California nonprofit public benefit corporation and has received a ruling from the IRS stating 
that ECA is exempt from federal income tax under Section 501(a) of the Code as an organization 
described in Section 501(c)(3) of the Code.  For more information on ECA, see Appendix A attached 
hereto.

The Management Agreement has a term of ten years from July 1, 2002 and may be renewed for 
additional five-year terms.  Either party may terminate the Management Agreement for cause upon the 
expiration of a notice and cure period.  ECA provides full-service management services.  The Corporation 
pays ECA a monthly management fee not to exceed 6.5% of gross operating revenues generated by or in 
connection with the Facility plus expenses.  The Corporation is permitted to pay only a portion of the 
monthly management fee to ECA unless, at the time of such payment, (i) all payments required under the 
Reimbursement Agreement and the Reimbursement Documents (as defined in the Reimbursement 
Agreement) have been made by the Corporation, (ii) after giving effect to such payment, the Corporation 
is in compliance with certain financial covenants in the Reimbursement Agreement, including that the 
Corporation maintain a Debt Service Coverage Ratio of at least 1.25:1 with respect to the Bonds and 1.0:1 
with respect to all debt service requirements and maintain Days’ Cash on Hand equal of not less than 90 
days, and (iii) no Event of Default under the Reimbursement Agreement has occurred and is continuing.  
Any management fees not permitted to be paid shall be deferred, without interest, until the conditions 
described in clauses (i) through (iii) above permit payment of such amounts.  Payments of management 
fees may be further limited by agreements relating to the Subordinate Bonds.  The Management 
Agreement does not grant ECA a right to terminate the Management Agreement solely due to deferral of 
management fees. 

ECA is not obligated to pay debt service on the Bonds, and the assets of ECA will not secure the 
Bonds.  NEITHER ECA NOR ANY OF ITS AFFILIATES, OTHER THAN THE CORPORATION, 
HAS ANY OBLIGATION TO MAKE LOAN REPAYMENTS TO THE TRUSTEE FOR THE 
BENEFIT OF THE BONDHOLDERS. 

THE GROUND LEASE 

The land on which the Facility is located is ground leased by the Corporation, as lessee, from The 
Roman Catholic Archbishop of San Francisco, a Corporation Sole (the “Lessor”), as lessor, under a long-
term Amended and Restated Ground Lease (the “Ground Lease”). 

The term of the Ground Lease is 60 years from April 1, 2000, with two additional renewal terms 
of 15 years each.  In 2002, the Corporation made a lump sum prepayment of base rent for the period 
corresponding to the 30-year term of the Refunded Bonds in the amount of $4,092,477.  No additional 
base rent will accrue until 2032.  From and after that date, base rent will again be due and payable by the 
Corporation and will be calculated as if the base rent had been paid on a monthly basis, with applicable 
cost of living increases, rather than being prepaid. 

Under the Ground Lease, the Corporation is responsible for all costs for maintenance and repair 
of the improvements, utilities, insurance on the improvements and the real property and all real property 
taxes and assessments levied against the real property (collectively, the “Other Charges”).  In the event 
that the Corporation does not pay the Other Charges due under the Ground Lease for any reason, ECA is 
obligated to pay such Other Charges pursuant to a guarantee entered into by ECA, as guarantor, in favor 
of and for the benefit of the Lessor, and the Corporation has no obligation to pay any amount of such 
Other Charges.  Notwithstanding any defaults, the Ground Lease may not be terminated by the Lessor as 
long as the Bonds are outstanding.   

THE AUTHORITY 

The Authority is a joint exercise of powers authority duly organized and existing under the laws 
of the State of California.  The Authority was formed pursuant to the terms of a Joint Powers Agreement, 
dated as of April 1, 1990, as amended as of September 18, 1990 and June 9, 1992, in order to assist 
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nonprofit corporations and other entities to obtain financing for projects located within the several 
jurisdictions of Authority members with purposes serving the public interest.   

THE BONDS AND THE INTEREST THEREON ARE LIMITED OBLIGATIONS OF THE 
AUTHORITY, PAYABLE SOLELY FROM THE FUNDS PROVIDED THEREFOR UNDER THE 
LOAN AGREEMENT AND THE INDENTURE.  NEITHER THE AUTHORITY, THE ASSOCIATION 
OF BAY AREA GOVERNMENTS (“ABAG”), OR MEMBERS OF THE AUTHORITY OR ABAG 
SHALL BE DIRECTLY OR INDIRECTLY OR CONTINGENTLY OR MORALLY OBLIGATED TO 
USE ANY OTHER MONIES OR ASSETS OF THE AUTHORITY, ABAG OR ANY OF ITS 
MEMBERS TO PAY ALL OR ANY PORTION OF THE DEBT SERVICE DUE ON THE BONDS.  
THE BONDS AND THE OBLIGATION TO PAY PRINCIPAL OF AND INTEREST THEREON AND 
ANY REDEMPTION PREMIUM WITH RESPECT THERETO DO NOT CONSTITUTE AN 
INDEBTEDNESS OR AN OBLIGATION OF THE AUTHORITY OR ABAG, THE STATE OF 
CALIFORNIA OR ANY POLITICAL SUBDIVISION, AGENCY OR PUBLIC INSTRUMENTALITY 
THEREOF, WITHIN THE MEANING OF ANY PROVISION OF THE CONSTITUTION OR LAWS 
OF THE STATE OF CALIFORNIA. NO OWNER OF THE BONDS SHALL HAVE THE RIGHT TO 
COMPEL THE EXERCISE OF THE TAXING POWER OF THE STATE OF CALIFORNIA OR ANY 
POLITICAL SUBDIVISION, AGENCY, OR PUBLIC INSTRUMENTALITY THEREOF TO PAY 
THE PRINCIPAL OF, PURCHASE PRICE, PREMIUM, IF ANY, OR INTEREST ON THE BONDS. 
NEITHER THE AUTHORITY NOR ABAG HAS ANY TAXING POWER.  

PLAN OF FINANCE 

General 

The Corporation will use the proceeds from the sale of the Bonds, together with other available 
funds, (i) to advance refund the California Statewide Communities Development Authority Revenue 
Bonds (Elder Care Alliance of San Francisco) Series 2002A (the “Refunded Bonds”), and (ii) to pay 
certain expenses incurred in connection with the issuance of the Bonds and the refunding of the Refunded 
Bonds, including certain fees of the Bank.

Refunding

A portion of the proceeds of the Bonds will be transferred to the trustee for the Refunded Bonds 
for the refunding of the Refunded Bonds.  Such funds will be held in cash or invested in certain direct 
obligations of the United States of America in accordance with the indenture under which the Refunded 
Bonds were issued.  Such proceeds of the Bonds will be applied solely for the benefit of the holders of the 
Refunded Bonds and will not secure the Bonds.  The Trustee will be directed to redeem all of the 
Refunded Bonds outstanding on November 15, 2012 at a price of 102% of the principal amount 
outstanding, plus accrued interest to the redemption date. 

Interest Rate Swap 

The Corporation anticipates entering into an interest rate swap agreement with Sovereign Bank 
(the “Swap Counterparty”) relating to the Bonds.  The interest rate swap agreement will lock in the 
interest rate paid by the Corporation at 3.621% per annum from the date of delivery of the Bonds to 
November 15, 2012.  The aggregate notional amount of the swap agreement will be approximately equal 
to the aggregate principal amount of the Bonds.  Under the swap, the Corporation will pay to the Swap 
Counterparty a fixed amount, and the Swap Counterparty will pay to the Corporation a variable amount 
based on an index.
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ESTIMATED SOURCES AND USES OF FUNDS 

The estimated sources and uses of funds, net of investment earnings, are as follows: 

Sources of Funds  
Bonds $33,895,000 
Funds Held by the Trustee for the Refunded Bonds 2,888,000 

Total Sources of Funds $36,783,000 

Uses of Funds 
Deposit to Escrow to Refund the Refunded Bonds $35,854,000 
Costs of Issuance(1) 929,000 

Total Uses of Funds $36,783,000 
 
(1) Includes underwriter’s discount, legal, accounting, Letter of Credit fees, administrative and 

miscellaneous fees and expenses.  Costs of issuance in excess of 2% of the sale proceeds of the Bonds 
will be paid from the Corporation’s funds. 

 

THE BONDS 

This Official Statement describes certain terms of the Bonds applicable while the Bonds 
bear interest at a Weekly Interest Rate.  There are significant differences in the terms of the Bonds 
when they bear interest at a Fixed Interest Rate.  This Official Statement is not intended to provide 
information with respect to the Bonds after conversion to a Fixed Interest Rate.  See Appendix B – 
“SUMMARY OF PRINCIPAL DOCUMENTS – The Indenture” for certain information on the 
Bonds bearing interest at a Fixed Interest Rate. 

General 

The Bonds will be issued and delivered pursuant to the Indenture.  The Bonds will be issued 
initially as bonds that bear interest at a Weekly Interest Rate, but may be converted at the option of the 
Corporation, subject to certain restrictions, to bonds that bear interest at a Fixed Interest Rate.  At any one 
time, all Bonds must bear interest either at a Weekly Interest Rate or a Fixed Interest Rate.  The Bonds 
will bear interest from the Date of Delivery, payable on the first Business Day of each month (each an 
“Interest Payment Date”), commencing January 2, 2007.  The Bonds will mature on November 1, 2036, 
and are subject to optional redemption, as described below.  Interest on the Bonds shall be computed upon 
the basis of a 365-day or 366-day year, as applicable, for the number of days actually elapsed.  The Bonds 
will be issued as fully registered bonds in Authorized Denominations of $100,000 or any integral multiple 
of $5,000 in excess thereof.  The proceeds of the Bonds will be loaned to the Corporation pursuant to the 
Loan Agreement. 

Payments on the Bonds 

So long as Cede & Co. is the registered owner, the Trustee will pay such principal of, premium, if 
any, and redemption price, if any, and interest on the Bonds to DTC, which will remit such principal, 
premium, if any, redemption price, if any, and interest to the Beneficial Owners of the Bonds, as 
described under the caption “BOOK-ENTRY SYSTEM” herein. 

The Bonds will be initially issued in separate single fully registered form and, when issued, will 
be registered in the name of Cede & Co., as nominee of DTC.  DTC will act as Securities Depository for 
the Bonds.  Individual purchases of interests in the Bonds will be made in book-entry form only, in 
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Authorized Denominations.  Purchasers of such interests will not receive certificates representing their 
interest in the Bonds except in the event that use of the book-entry system for the Bonds is discontinued 
as described below.  For a description of the method of payment of principal, premium, if any, 
redemption price, if any, and interest on the Bonds and matters pertaining to transfers and exchanges 
while in the book-entry only system, see the information herein under the heading “BOOK-ENTRY 
SYSTEM.”

In the event the book-entry system is discontinued, the following provisions would apply.  
Payment of the interest on any Bond shall be made to the person appearing on the bond registration books 
of the Trustee as the Bondholder thereof on the Record Date, such interest to be paid by the Paying Agent 
to such Bondholder (i) by check mailed by first class mail on the Interest Payment Date, to such 
Bondholder’s address as it appears on the registration books, or (ii) upon written request at least three 
Business Days prior to the applicable Record Date of the Bondholder of Bonds aggregating not less than 
$1,000,000 in principal amount, by wire transfer in immediately available funds at an account maintained 
in the United States at such wire address as such Bondholder shall specify in its written notice (any such 
written request shall remain in effect until rescinded in writing by such Bondholder); except, in each case, 
that, if and to the extent that there shall be a default in the payment of the interest due on such Interest 
Payment Date, such defaulted interest rate shall be the rate on the Bonds on the day before such default 
occurred, and such defaulted interest shall be paid to the Bondholder in whose name any such Bonds are 
registered at the close of business on the fifth Business Day next preceding the date of payment of such 
defaulted interest.  Both the principal of and premium, if any, on the Bonds shall be payable upon 
surrender thereof in lawful money of the United States of America at the Corporate Trust Office of the 
Trustee.  “Record Date” means the Business Day immediately preceding the applicable Interest Payment 
Date.

Interest Rate Provisions 

During each Weekly Interest Rate Period, the Bonds shall bear interest at the Weekly Interest 
Rate, which shall be determined by the Remarketing Agent not later than 5:00 p.m. (New York City time) 
on Wednesday of each week (or by 12:00 noon (New York City time) on the next succeeding Business 
Day if such Wednesday is not a Business Day) during such Weekly Interest Rate Period for the week 
commencing on the following Thursday.  The Weekly Interest Rate shall be the rate determined by the 
Remarketing Agent (on the basis of examination of obligations comparable to the Bonds known by the 
Remarketing Agent to have been priced or traded under then prevailing market conditions) to be the 
minimum interest rate which, if borne by the Bonds, would enable the Remarketing Agent to sell the 
Bonds on such day at a price equal to the principal amount thereof plus accrued interest; provided, 
however, that if for any reason the Weekly Interest Rate cannot be determined, the Weekly Interest Rate 
for the next succeeding week shall remain at the then-existing rate, and thereafter the Weekly Interest 
Rate shall be a percentage per annum equal to the Variable Index.  The first Weekly Interest Rate shall 
apply to the period commencing on the Date of Delivery and ending on the next succeeding Wednesday 
(December 13, 2006).  Thereafter, each Weekly Interest Rate shall apply to the period commencing on 
Thursday and ending on the next succeeding Wednesday, unless such Weekly Interest Rate Period shall 
end on a day other than Wednesday, in which event the last Weekly Interest Rate shall apply to the period 
commencing on the Thursday preceding the last day of such Weekly Interest Rate Period and ending on 
such last day. 

Redemption of the Bonds 

Optional Redemption.  The Bonds are subject to redemption, at the option of the Authority upon 
direction of the Corporation with the written consent of the Bank as long as the Letter of Credit is in 
effect and the Bank is not in default thereunder, in whole or in part on any day, at a redemption price of 
100% of the principal amount thereof, without premium, plus accrued interest to the date fixed for 
redemption.  The Bonds shall be subject to redemption only in Authorized Denominations and solely with 
Available Moneys. 

Selection of Bonds for Redemption.  Whenever provision is made in the Indenture for the 
redemption of less than all of the Bonds, the Trustee shall select the Bonds to be redeemed from all Bonds 
or such given portion thereof not previously called for redemption by lot in any manner which the Trustee 



 8 

in its sole discretion shall deem appropriate; provided, however, that Bank Bonds shall be the first Bonds 
selected for redemption. 

Notice of Redemption.  Notice of redemption shall be mailed by first class mail not less than 15 
days nor more than 60 days before such redemption date, to the respective Holders of any Bonds 
designated for redemption at their addresses on the registration books maintained by the Trustee.  Each 
notice of redemption shall state the redemption date, the place or places of redemption, the CUSIP 
number(s), if less than all of the Bonds are to be redeemed, the distinctive number(s) of the Bonds to be 
redeemed, and in the case of Bonds to be redeemed in part only, the respective portions of the principal 
amount thereof to be redeemed.  Each such notice shall also state that on said date there will become due 
and payable on each of said Bonds the principal thereof or of said specified portion of the principal 
thereof in the case of a Bond to be redeemed in part only, and that from and after such redemption date 
interest thereon shall cease to accrue, and shall require that such Bonds be then surrendered.  Neither 
failure to receive such notice nor any defect therein shall affect the sufficiency of such redemption.  Any 
notice of redemption given pursuant to the Indenture may be rescinded by written notice given to the 
Trustee by the Corporation no later than five Business Days prior to the date specified for redemption.  
The Trustee shall give notice of such rescission as soon as thereafter as practicable in the same manner, 
and to the same persons, as notice of such redemption was given as described above. 

Effect of Redemption.  Notice of redemption having been duly given, and moneys for payment of 
the redemption price of, together with interest accrued to the date fixed for redemption on, the Bonds (or 
portions thereof) so called for redemption being held by the Trustee, on the redemption date designated in 
such notice, the Bonds (or portions thereof) so called for redemption shall become due and payable, 
interest on the Bonds so called for redemption shall cease to accrue, said Bonds (or portions thereof) shall 
cease to be entitled to any benefit or security under the Indenture, except for payment of particular Bonds 
for which moneys are being held by the Trustee which moneys shall be pledged to such payment, and the 
Holders of said Bonds shall have no rights in respect thereof except to receive payment of said principal 
and interest accrued to the date fixed for redemption. 

Tender of Bonds for Purchase 

Tender at the Option of Bondholder.  The Bonds or portions thereof in Authorized 
Denominations shall be purchased at the option of the Bondholder thereof, on any Business Day, at a 
price of 100% of the principal amount thereof, plus accrued interest to the Purchase Date, upon 
(i) delivery to the Tender Agent, at its Corporate Trust Office of an irrevocable notice in writing (a 
“Tender Notice”) by 5:00 p.m. (New York City time) on any Business Day which states the name of the 
Bondholder of such Bond, payment instructions with respect to the Purchase Price of such Bond, the 
principal amount, CUSIP number and the date on which the same shall be purchased, which date shall be 
a Business Day not prior to the seventh day next succeeding the date of the delivery of such notice to the 
Tender Agent and (ii) delivery of such Bond to the Tender Agent at its Corporate Trust Office, 
accompanied by an instrument of transfer thereof, in form satisfactory to the Tender Agent, executed in 
blank by the Bondholder thereof with the signature guaranteed in accordance with the guidelines set forth 
by one of the nationally recognized medallion signature programs at or prior to 12:30 p.m. (New York 
City time), on the date specified for purchase in such notice. 

Mandatory Tenders.  The Bonds shall be subject to mandatory tender for purchase on each of the 
following dates: 

(i) on the first day of the Fixed Interest Rate Period, 

(ii) on the effective date of an Alternate Letter of Credit complying with the 
requirements of the Loan Agreement, 

(iii) on a date at least five days prior to the scheduled expiration date of the Letter of 
Credit or the Confirming Letter of Credit if the Letter of Credit or Confirming Letter of Credit, 
respectively, then in effect is not renewed or an Alternate Letter of Credit is not delivered to the 
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Trustee at least 20 days prior to the earlier of the scheduled expiration of the then-current Letter 
of Credit and the Confirming Letter of Credit, and 

(iv) on a Business Day within five days of the date the Trustee receives written notice 
from the Bank that either (A) an Event of Default under the Reimbursement Agreement has 
occurred and is continuing and the Bank has elected to cause the mandatory tender of the Bonds 
pursuant to this clause (iv), or (B) the Bank or the Confirming Bank has not been reimbursed for 
a drawing under the Letter of Credit or the Confirming Letter of Credit, respectively, and 
accordingly the interest portion of the Letter of Credit or the Confirming Letter of Credit, 
respectively, will not be reinstated for the amount of such drawing. 

In connection with any mandatory tender for purchase of Bonds, the Tender Agent shall give the 
notice of the mandatory tender of  the Bonds for purchase at least 15 days prior to the Purchase Date.  
Such notice shall state: (1) that the Purchase Price of any Bond so subject to mandatory tender for 
purchase shall be payable only upon surrender of such Bond to the Tender Agent at its Corporate Trust 
Office, accompanied by an instrument of transfer thereof, in form satisfactory to the Tender Agent, 
executed in blank by the Holder thereof or by the Holder’s duly-authorized attorney, with such signature 
guaranteed by a commercial bank, trust company or member firm of the New York Stock Exchange; (2) 
that all Bonds so subject to mandatory tender for purchase shall be purchased on the mandatory purchase 
date which shall be explicitly stated; and (3) that in the event that any Holder of a Bond so subject to 
mandatory tender for purchase shall not surrender such Bond to the Tender Agent for purchase on such 
mandatory  purchase date, then such Bond shall be deemed to be an Undelivered Bond, and that no 
interest shall accrue thereon on and after such mandatory purchase date and that the Holder thereof shall 
have no rights under the Indenture other than to receive payment of the Purchase Price thereof. 

On each date upon which a Bond is subject to mandatory tender, the Bondholder shall tender such 
Bond for purchase as provided below and such Bond shall be purchased or deemed purchased at a 
Purchase Price equal to the principal amount thereof plus accrued and unpaid interest thereon.  

Payment of the Purchase Price.  The Tender Agent shall purchase, but only from the sources 
listed below, Bonds tendered at the option of the Bondholder or required to be purchased in a mandatory 
tender from the Holders thereof by 2:30 p.m. (New York City time) on the date such Bonds are required 
to be purchased at the Purchase Price.  Funds for the payment of such Purchase Price shall be derived 
from the following sources, at the following times and in the order of priority indicated below: 

(i) from the proceeds of the remarketing of the Bonds which have been furnished to 
the Tender Agent by the Remarketing Agent by no later than 10:30 a.m. (New York City time) on 
the second Business Day immediately preceding the Purchase Date; provided, however that such 
proceeds shall not have been derived from the Authority or the Corporation or any Guarantor; and 

(ii) from moneys which have been furnished to the Tender Agent representing the 
proceeds of a draw under the Letter of Credit; and 

(iii) from moneys which have been furnished to the Tender Agent representing the 
proceeds of a draw under the Confirming Letter of Credit. 

Notwithstanding the foregoing, if the Remarketing Agent remarkets any Bonds after a drawing on 
the Letter of Credit or the Confirming Letter of Credit, and deposits the funds from such remarketing with 
the Trustee prior to 2:00 p.m. (New York City time) on the Purchase Date, the Trustee shall purchase 
tendered Bonds with remarketing proceeds (as provided in and otherwise subject to clause (i) above) and 
shall return the proceeds of such drawing to the Bank or the Confirming Bank, as applicable, prior to the 
close of business on the Purchase Date. 
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With respect to any Bonds tendered for purchase or required to be tendered for purchase as to 
which sufficient funds to accomplish such purchase are available to the Tender Agent at the respective 
times at which payment of the Purchase Price is to be made as provided herein: 

(i) Such Bonds shall be deemed purchased for all purposes of the Indenture, 
irrespective of whether or not such Bonds shall have been presented to the Tender Agent, and the 
former Holder or Holders of such Bonds shall have no claim thereon, under the Indenture or 
otherwise for any amount other than the Purchase Price thereof and such Bonds shall no longer be 
deemed to be Outstanding for purposes of the Indenture and the Trustee shall so note on the Bond 
Register for the Bonds. 

(ii) Subject to the Indenture, in the event that any Bonds shall not be presented to the 
Tender Agent, the Tender Agent shall segregate and hold the moneys for the Purchase Price of 
such Bonds in trust, uninvested, for the benefit of the former Holders of such Bonds, who shall, 
except as provided in the following sentences, thereafter be restricted exclusively to such moneys 
for the satisfaction of any claim for the Purchase Price of such Bonds. 

(iii) In the event that any Bonds shall not be presented to the Tender Agent at the time 
specified above (each an “Undelivered Bond”), then the Authority shall execute and deliver to the 
Trustee for authentication a new Bond or Bonds, as the case may be, in an aggregate principal 
amount equal to the principal amount of the Undelivered Bonds bearing a number or numbers not 
contemporaneously outstanding.  Every Bond authenticated and delivered as provided in the 
preceding sentence shall be entitled to all the benefits of the Indenture equally and 
proportionately with any and all other Bonds duly issued hereunder.  The Tender Agent shall 
maintain a record of any Undelivered Bonds, together with the names and addresses of the former 
Holders thereof. 

(iv) In case any Bonds which have been deemed purchased are delivered to the 
Tender Agent subsequent to the date and time specified for such delivery for payment of the 
Purchase Price thereof at its Corporate Trust Office, accompanied by an instrument of transfer 
thereof, in form satisfactory to the Tender Agent, executed in blank by the Holder thereof with 
the signature guaranteed in accordance with the guidelines set forth by one of the nationally 
recognized medallion signature programs on any Business Day, the Tender Agent shall (subject 
to the provisions of the Indenture for Bonds not presented to the Tender Agent for purchase) pay 
the Purchase Price of such Bond to the Holder no later than 12:00 noon (New York City time) on 
the next succeeding Business Day.  Any such Bond so delivered to the Tender Agent shall be 
canceled and delivered to the Trustee. 

Registration and Transfer of Bonds 

The Trustee will keep or cause to be kept at its Corporate Trust Office sufficient books for the 
registration and transfer of the Bonds. Upon presentation for such purpose, the Trustee shall, under such 
reasonable regulations as it may prescribe, register or transfer or cause to be registered or transferred 
Bonds on such books. 

Any Bond may, in accordance with its terms, be transferred by the person in whose name it is 
registered, in person or by its duly authorized attorney, upon surrender of such registered Bond for 
cancellation, accompanied by delivery of a written instrument of transfer, duly executed in a form 
acceptable to the Trustee.  Transfer of a Bond shall not be permitted by the Trustee during the period 
Bonds are selected for redemption. 

Whenever any Bond or Bonds shall be surrendered for transfer, the Authority shall execute and 
the Trustee shall authenticate and deliver a new Bond or Bonds for a like aggregate principal amount in 
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Authorized Denominations.  The Trustee shall require the Bondholder requesting such transfer to pay any 
tax or other governmental charge required to be paid with respect to such transfer.  The cost of printing 
Bonds and any services rendered or expenses incurred by the Trustee in connection with any such transfer 
shall be paid by the Corporation. 

Alternate Letter of Credit 

In the Loan Agreement, the Corporation agrees that throughout the term of the Bonds it will 
maintain or cause to be maintained a Letter of Credit for the Bonds or an Alternate Letter of Credit for the 
Bonds.  At any time the Corporation may, at its option, provide for the delivery to the Trustee of an 
Alternate Letter of Credit and the Corporation shall, in any event, cause to be delivered an Alternate 
Letter of Credit at least 20 days before the expiration date of any existing Letter of Credit, unless 
otherwise permitted by the Indenture.  An Alternate Letter of Credit shall be an irrevocable letter of credit 
or other irrevocable credit facility (including, if applicable, a confirming letter of credit), issued by a 
commercial bank or other financial institution, the terms of which shall in all material respects be the 
same as the applicable Letter of Credit; provided, that the expiration date of such Alternate Letter of 
Credit shall be a date not earlier than one year from its date of issuance, subject to earlier termination 
upon payment of the Bonds in full or provision for such payment in accordance with the Indenture.  On or 
prior to the date of the delivery of an Alternate Letter of Credit to the Trustee, the Corporation shall cause 
to be furnished to the Trustee (i) an opinion of counsel to the Bank issuing such Alternate Letter of Credit 
stating to the effect that such Alternate Letter of Credit is enforceable in accordance with its terms (except 
to the extent that the enforceability thereof may be limited by bankruptcy, reorganization or similar laws 
limiting the enforceability of creditors’ rights generally and except that no opinion need be expressed as 
to the availability of any discretionary equitable remedies) and (ii) written evidence from the Rating 
Agency that the Bonds shall have a long-term rating of “A” (or equivalent) Rating Category or higher or, 
if the Bonds only have a short-term rating, such short-term rating shall be in the highest short-term Rating 
Category. 

Remarketing 

The Remarketing Agent shall, pursuant to the Remarketing Agreement, use its best efforts to sell 
at par any Bonds tendered for purchase to new purchasers.  Not later than 4:00 p.m. (New York City time) 
on the second Business Day before the Purchase Date, the Remarketing Agent shall notify the Tender 
Agent, the Trustee, the Bank and the Confirming Bank in writing of (i) the amount of remarketing 
proceeds on deposit, such amounts representing the Bonds to be purchased on the Purchase Date which 
have been remarketed and the name, address and taxpayer identification number of the new purchasers 
and the denominations with respect to which such remarketed Bonds are to be registered and (ii) the 
amount required to be drawn under the Letter of Credit to provide sufficient funds to purchase the Bonds 
actually tendered or deemed tendered for which no remarketing proceeds are on deposit. 

The Tender Agent shall hold all Bonds delivered to it in trust for the benefit of the respective 
Holders which shall have so delivered such Bonds until moneys representing the Purchase Price of such 
Bonds shall have been delivered to or for the account of or to the order of such Holders.  The Tender 
Agent shall hold all moneys for the purchase of Bonds in trust and in non-commingled funds for the 
benefit of the person or entity which shall have so delivered such moneys until Bonds purchased with 
such moneys shall have been delivered to or for the account of such person or entity.  Bonds purchased 
with remarketing proceeds or proceeds of a draw under the Letter of Credit or Confirming Letter of Credit 
shall be registered as directed by the Trustee (from instructions received from the Remarketing Agent) 
and made available to the Remarketing Agent by 12:00 noon (New York City time) on the date of such 
purchase or transferred on the registration books of DTC on the date of such purchase or the date the 
ownership interest shall be transferred to the new Direct Participants on the books of DTC, against 
payment in immediately available funds or evidence of immediately available funds in the form of a 
federal reserve wire number. 
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SECURITY AND SOURCE OF PAYMENTS FOR THE BONDS 

The Letter of Credit 

As more fully described under “THE LETTER OF CREDIT AND THE REIMBURSEMENT 
AGREEMENT,” so long as the Bonds bear interest at a Weekly Interest Rate, the Corporation is required 
to maintain in effect a Letter of Credit securing the Bonds.  Initially, payment of principal of and interest 
on the Bonds, whether upon maturity or acceleration, and the purchase price of tendered Bonds to the 
extent such purchase price is not provided from the proceeds of the remarketing of such tendered bonds, 
will be secured by the Letter of Credit delivered in connection with the issuance of the Bonds. 

The Bonds are subject to mandatory tender on a date at least five days prior to the scheduled 
expiration date of the Letter of Credit, which would result if the Letter of Credit were not renewed or 
replaced.  In certain circumstances, an Alternate Letter of Credit may be substituted for the initial Letter 
of Credit.  Upon the delivery of an Alternate Letter of Credit, the Bonds will be subject to mandatory 
tender.  In the event the Letter of Credit is terminated by the Bank upon the occurrence of certain events, 
the Bonds will also be subject to mandatory tender for purchase prior to termination.  For more 
information, see “THE BONDS – Alternate Letter of Credit,” and “THE LETTER OF CREDIT AND 
THE REIMBURSEMENT AGREEMENT.” 

The primary security for the Bonds while they bear interest at a Weekly Interest Rate is the Letter 
of Credit.  As a result, no business covenants are contained in the Loan Agreement.  However, the 
Corporation has made certain business covenants in the Reimbursement Agreement, which covenants are 
subject to modification or waiver by the Bank, without consent of or notice to the Bondholders. 

Pledge Under the Indenture; Gross Revenues 

Under the Indenture, and subject to and for the purposes and on the terms and conditions set forth 
in the Indenture, all of the Revenues and any other amounts (including proceeds of the sale of Bonds) 
held in any fund or account established pursuant to the Indenture (other than the Rebate Fund) are 
pledged to secure the full payment of the principal of, premium, if any, and interest on the Bonds in 
accordance with their terms and the provisions of the Indenture and thereafter to secure full payment of 
amounts owed under the Reimbursement Agreement.  Said pledge shall constitute a lien on and security 
interest in such assets and shall attach, be perfected and be valid and binding from and after delivery by 
the Trustee of the Bonds, without any physical delivery thereof or further act. 

“Revenues” is defined in the Indenture as all amounts received by the Authority or the Trustee for 
the account of the Authority pursuant or with respect to the Loan Agreement, the Letter of Credit or the 
Confirming Letter of Credit (other than payments of Purchase Price), including, without limiting the 
generality of the foregoing, Loan Repayments (including both timely and delinquent payments, any late 
charges, and paid from whatever source), prepayments, insurance proceeds, condemnation proceeds, and 
all interest, profits or other income derived from the investment of amounts in the funds and accounts 
established pursuant to the Indenture, but not including Additional Payments, or any moneys paid for 
deposit into the Rebate Fund. 

In the Indenture, the Authority transfers in trust, and assigns to the Trustee, for the benefit of the 
Holders from time to time of the Bonds and the Bank, to the extent of its interest therein, all of the 
Revenues and other assets pledged in the Indenture and summarized in the first paragraph under this 
subsection, and all of the right, title and interest of the Authority in the Loan Agreement (except for 
certain unassigned rights).  See Appendix B – “SUMMARY OF PRINCIPAL DOCUMENTS –  The 
Indenture” attached hereto.  The Trustee shall be entitled to and shall collect and receive all of the 
Revenues, and any Revenues collected or received by the Authority shall be deemed to be held, and to 
have been collected or received, by the Authority as the agent of the Trustee and shall forthwith be paid 
by the Authority to the Trustee.  The Trustee also shall be entitled to and, subject to the provisions of the 
Indenture, shall take all steps, actions and proceedings reasonably necessary in its judgment to enforce, 
either jointly with the Authority or separately, all of the rights of the Authority and all of the obligations 
of the Corporation under the Loan Agreement. 
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All Revenues shall be promptly deposited by the Trustee upon receipt thereof in a special fund 
designated as the Revenue Fund which the Trustee shall establish, maintain and hold in trust for the 
Bonds; except as otherwise provided in the Indenture.  All Revenues deposited with the Trustee shall be 
held, disbursed, allocated and applied by the Trustee only as provided in the Indenture. 

In the Loan Agreement, the Corporation agrees that, if the Bank is in default under the Letter of 
Credit or the Letter of Credit is no longer in effect and so long as any of the Loan Repayments remain 
unpaid, all of the Gross Revenues of the Corporation shall be deposited as soon as practicable upon 
receipt in a fund designated as the “Gross Revenue Fund” which the Corporation shall establish and 
maintain in a deposit account or accounts at such banking institution or institutions as the Corporation 
shall from time to time designate in writing to the Trustee and the Bank for such purpose (the “Depository 
Bank(s)”) and which shall enter into a deposit account control agreement with the Corporation, the Bank 
and the Trustee.  As security for the payment of the Loan Repayments and the performance by the 
Corporation of its other obligations under the Loan Agreement and the Reimbursement Agreement and 
with respect to Parity Debt, the Corporation in the Loan Agreement pledges and assigns to the Trustee 
and the Bank, and grants to the Trustee and the Bank a security interest in, all its right, title and interest, 
whether now owned or hereafter acquired, in and to the Gross Revenues and the Gross Revenue Fund and 
the proceeds thereof (collectively, the “Collateral”). 

“Gross Revenues” means all accounts, payment intangibles, instruments, notes, receipts, 
revenues, rentals, income, insurance proceeds condemnation awards and other moneys received by or on 
behalf of the Corporation, including revenues derived from (a) the ownership, operation or leasing of any 
portion of its property (including, without limitation, monthly service fees payable by or on behalf of 
residents of the Facility) and (b) gifts, grants, bequests, donations and contributions heretofore or 
hereafter made that are legally available to meet any of the obligations of the Corporation incurred in the 
financing, operation, maintenance or repair of any property of the Corporation; and all rights to receive 
the same, whether in the form of accounts, deposit accounts, securities, securities accounts, security 
entitlements, financial assets and other property to the extent representing deposits of or purchased with 
the foregoing or proceeds thereof, and all the proceeds of the foregoing, whether now existing or hereafter 
coming into existence or whether now owned or held or hereafter acquired, and; provided that there will 
be excluded from Gross Revenues (i) rights to receive Medicaid, Medicare and other governmental 
payments the assignability of which is prohibited by law, (ii) any moneys received by the Corporation 
from prospective residents or commercial tenants to pay for customized improvements to those 
independent living units or other areas of the Facility to be occupied or leased to such residents or tenants, 
and (iii) all endowment or other funds that by law, by the terms of any gift or otherwise are restricted in 
use in a manner inconsistent with their use to pay debt service. 

The Corporation shall execute such deposit account control agreement, shall execute and cause to 
be filed Uniform Commercial Code financing statements, and shall execute and deliver such other 
documents (including, but not limited to, continuation statements and amendments to such Uniform 
Commercial Code financing statements) as may be necessary or reasonably requested by the Trustee and 
the Bank in order to perfect or maintain the perfection of such security interest.  In the Loan Agreement, 
the Corporation irrevocably authorizes the Trustee and the Bank to execute and file any financing 
statements and amendments thereto as may be required to perfect or to continue the perfection of the 
security interest in the Collateral, including, without limitation, financing statements that describe the 
collateral as being of an equal, greater or lesser scope, or with greater or lesser detail, than as set forth in 
the definition of Collateral.  In the Loan Agreement, the Corporation also ratifies its authorization for the 
Trustee and the Bank to have filed in any jurisdiction any like financing statements or amendments 
thereto if filed prior to the date of the Loan Agreement.  Gross Revenues and amounts in the Gross 
Revenue Fund may be used and withdrawn by the Corporation at any time for any lawful purpose, except 
as otherwise provided in the Loan Agreement. 

First Deed of Trust 

The Corporation will execute the First Deed of Trust pursuant to which the Corporation will grant 
for the benefit of the Bank and the Trustee a first lien on and security interest in the Facility, subject to 
Permitted Encumbrances, as security for the performance of the Corporation’s obligations under the Loan 
Agreement and the Reimbursement Agreement, and with respect to the Bonds and any Parity Debt.  For 
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as long as the Bank is obligated under the Letter of Credit, all rights under the First Deed of Trust shall be 
exercised solely by the Bank.  With the consent of the Bank (as long as the Letter of Credit is in effect 
and the Bank is not in default thereunder), the First Deed of Trust may be amended, subordinated or 
terminated at any time without the necessity of obtaining the consent of the Trustee, the Authority, the 
holders of the Bonds or the holders of Parity Debt.  An ALTA title insurance policy on the Facility in an 
amount not less than the principal amount of the Bonds will be delivered at the time of issuance of the 
Bonds.

Parity Debt and Other Indebtedness 

The Corporation may issue Parity Debt only with the written consent of the Bank as long as the 
Letter of Credit is in effect and the Bank is not in default thereunder, which may be granted or withheld 
entirely at the Bank’s discretion.   

Repayment 

THE BONDS AND THE INTEREST THEREON ARE LIMITED OBLIGATIONS OF THE 
AUTHORITY, PAYABLE SOLELY FROM THE FUNDS PROVIDED THEREFOR UNDER THE 
LOAN AGREEMENT AND THE INDENTURE.  NEITHER THE AUTHORITY, THE ASSOCIATION 
OF BAY AREA GOVERNMENTS (“ABAG”), OR MEMBERS OF THE AUTHORITY OR ABAG 
SHALL BE DIRECTLY OR INDIRECTLY OR CONTINGENTLY OR MORALLY OBLIGATED TO 
USE ANY OTHER MONIES OR ASSETS OF THE AUTHORITY, ABAG OR ANY OF ITS 
MEMBERS TO PAY ALL OR ANY PORTION OF THE DEBT SERVICE DUE ON THE BONDS.  
THE BONDS AND THE OBLIGATION TO PAY PRINCIPAL OF AND INTEREST THEREON AND 
ANY REDEMPTION PREMIUM WITH RESPECT THERETO DO NOT CONSTITUTE AN 
INDEBTEDNESS OR AN OBLIGATION OF THE AUTHORITY OR ABAG, THE STATE OF 
CALIFORNIA OR ANY POLITICAL SUBDIVISION, AGENCY OR PUBLIC INSTRUMENTALITY 
THEREOF, WITHIN THE MEANING OF ANY PROVISION OF THE CONSTITUTION OR LAWS 
OF THE STATE OF CALIFORNIA. NO OWNER OF THE BONDS SHALL HAVE THE RIGHT TO 
COMPEL THE EXERCISE OF THE TAXING POWER OF THE STATE OF CALIFORNIA OR ANY 
POLITICAL SUBDIVISION, AGENCY, OR PUBLIC INSTRUMENTALITY THEREOF TO PAY 
THE PRINCIPAL OF, PURCHASE PRICE, PREMIUM, IF ANY, OR INTEREST ON THE BONDS. 
NEITHER THE AUTHORITY NOR ABAG HAS ANY TAXING POWER. 

OTHER CORPORATION MATTERS 

In 2002, the California Statewide Communities Development Authority issued its Taxable 
Subordinate Revenue Bonds (Elder Care Alliance of San Francisco), Series 2002B (the “Subordinate 
Bonds”) in the original principal amount of $8,180,000 for the benefit of the Corporation.  The repayment 
obligation of the Corporation with respect to the Subordinate Bonds was subordinate to its repayment 
obligation on the Refunded Bonds, and is subordinate to its repayment obligation under the Loan 
Agreement.  The Subordinate Bonds are primarily secured by a letter of credit (the “Letter of Credit”) 
issued by Allied Irish Banks, p.l.c. (“AIB”) and are not issued under or secured by any pledge of the 
Indenture.  In connection with the issuance of the Subordinate Bonds, the Corporation granted a 
Leasehold Deed of Trust with Fixture Filing and Security Agreement (“Second Deed of Trust”) on the 
Facility to benefit the trustee for the Subordinate Bonds and AIB. 

The rights of the trustee for the Subordinate Bonds and AIB under the Second Deed of Trust are 
subordinate to the rights of the Trustee and the Bank under the First Deed of Trust.  Likewise, the rights 
of CHW under the Leasehold Deed of Trust, Assignment of Leases and Rents, Security Agreement and 
Fixture Filing from the Corporation to CHW (“Third Deed of Trust”) will be subordinate to the rights of 
all the beneficiaries of the First Deed of Trust and the Second Deed of Trust.  The rights of the parties will 
be set forth in a Subordination Agreement dated as of December 1, 2006, by and among CHW, AIB, the 
trustee for the Subordinate Bonds, the Corporation, the Bank and the Trustee (“Subordination 
Agreement”). 
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The Corporation has agreed that it will not make any payments to CHW, to the trustee for the 
Subordinate Bonds or to AIB during any time period when, after giving effect to such payments, the 
Corporation has a Debt Service Coverage Ratio and Days’ Cash on Hand less than the levels required by 
the Subordination Agreement.  If the Corporation has insufficient funds available to make payments to all 
of CHW, the trustee for the Subordinated Bonds and AIB on the Corporation’s indebtedness to those 
parties, the Corporation has agreed to make payments to the trustee for the Subordinated Bonds and AIB 
first, and the payments due to CHW second. 

The security interest granted in the Third Deed of Trust is subordinate to the First Deed of Trust 
and the Second Deed of Trust.  Likewise, the security interests granted in both the Third Deed of Trust 
and the Second Deed of Trust are subordinate to the First Deed of Trust. 

THE LETTER OF CREDIT 
AND THE REIMBURSEMENT AGREEMENT 

The following description is subject in all respects to the complete terms of the Letter of Credit 
and Reimbursement Agreement, to which reference is made. 

The Letter of Credit 

The Bank is issuing, for the account of the Corporation and for the benefit of the Trustee, a direct 
pay letter of credit (the “Letter of Credit”) securing the Bonds.  The Letter of Credit is an irrevocable 
obligation of the Bank to pay to the Trustee, upon drawings thereon in accordance with the terms thereof, 
up to (a) an amount equal to the aggregate principal amount of the outstanding Bonds (other than Bank 
Bonds) in order (i) to pay the principal of the Bonds in a Weekly Interest Rate mode (other than Bank 
Bonds) when due at maturity or upon redemption or acceleration, or (ii) to pay the portion of the Purchase 
Price of such Bonds (other than Bank Bonds) tendered for purchase pursuant to the Indenture 
corresponding to the principal of such Bonds to the extent remarketing proceeds are not available for such 
purpose, plus (b) an amount equal to 49 days’ interest on the Bonds (other than Bank Bonds) in a Weekly 
Interest Rate mode in order (i) to pay interest on such Bonds when due, or (ii) to pay the portion of the 
Purchase Price of such Bonds (other than Bank Bonds) tendered for purchase pursuant to the Indenture 
corresponding to the accrued interest, if any, on such Bonds, to the extent remarketing proceeds are not 
available for such purpose. 

The Trustee is required to draw moneys under the Letter of Credit to make timely payments of 
the principal of, the principal portion of the redemption price of, and interest on the Bonds in a Weekly 
Interest Rate mode (other than Bank Bonds) when due on an Interest Payment Date, at maturity or upon 
redemption or acceleration.  In addition, the Trustee is required to draw moneys under the Letter of Credit 
in accordance with the terms thereof to the extent necessary to make timely payments of the Purchase 
Price required to be made as described below under “THE BONDS – Tender of Bonds for Purchase.” 

In case the Bonds are redeemed or deemed to have been paid pursuant to the Indenture, the 
amount available under the Letter of Credit shall be reduced to an amount equal to the principal amount 
of the Bonds outstanding (other than Bank Bonds), plus 49 days’ interest on such principal amount 
computed at the Maximum Rate based on a 365-day year. 

Drawings on the Letter of Credit will reduce the amount available to be drawn under it.  
However, effective on the 10th calendar day following the date of each drawing under the Letter of Credit 
with respect to a payment of interest on Bonds, the interest component of such Letter of Credit will be 
reinstated automatically to an amount equal to 49 days’ interest (computed at the Maximum Rate based 
on a 365-day year with respect to the Bonds in a Weekly Interest Rate mode on the then applicable 
principal component of such Letter of Credit), unless, by the 10th day after such drawing, written notice is 
delivered by the Bank to the Trustee to the effect that an “Event of Default” has occurred under the 
Reimbursement Agreement and that such reinstatement will not occur.  In addition, after a drawing under 
the Letter of Credit with respect to the principal portion of the Purchase Price of the Bonds in a Weekly 
Interest Rate mode tendered for purchase at the option of the Bondholders pursuant to the Indenture, the 
principal component of such Letter of Credit will be reinstated upon (a) receipt by the Bank of (and to the 
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extent of) any payment by the Corporation of its reimbursement obligation to the Bank pursuant to the 
Reimbursement Agreement with respect to the principal portion of such drawing, or (b) receipt by the 
Bank (and to the extent of the specified cash amount) of funds from the Trustee equal to the principal 
portion received from the remarketing of the tendered Bonds, together with an appropriate certificate 
signed by the Trustee. 

The Letter of Credit will terminate at the close of business of the Bank on December 6, 2011 or, 
if that date is not a Business Day, on the first Business Day thereafter, unless extended.  The Letter of 
Credit will terminate prior to such date upon the earliest of (a) the Bank’s honoring of the Final Drawing 
thereunder upon the maturity, acceleration or redemption in whole of the Bonds, (b) receipt by the Bank 
of a certificate of the Trustee stating that the Trustee has received an Alternate Letter of Credit for the 
Bonds in accordance with the Indenture, accompanied by the Letter of Credit or (c) receipt by the Bank of 
a certificate of the Trustee (accompanied by the Letter of Credit) stating that a Conversion Date has 
occurred with respect to the Bonds. 

THIS OFFICIAL STATEMENT CONTAINS VERY LIMITED INFORMATION WITH 
RESPECT TO THE CORPORATION.  THE CORPORATION MAKES NO REPRESENTATIONS 
HEREIN CONCERNING ITS PRESENT OR FUTURE CONDITION, FINANCIAL OR OTHERWISE.  
PURCHASERS OF THE BONDS SHOULD MAKE THEIR INVESTMENT DECISION BASED 
SOLELY UPON THE LETTER OF CREDIT AND THE FINANCIAL STRENGTH OF THE BANK. 

The Confirming Letter of Credit 

The following description is subject in all respects to the complete terms of the Confirming Letter 
of Credit, to which reference is made. 

Concurrently with the delivery of the Bonds and the issuance of the Letter of Credit, a confirming 
letter of credit (the “Confirming Letter of Credit”) will be issued by Citibank, N.A. (the “Confirming 
Bank”).  The Confirming Letter of Credit irrevocably authorizes draws in accordance with its terms in an 
aggregate amount equal to the available amount under the Letter of Credit, subject to reduction and 
reinstatement as provided therein.  The amount available to be drawn under the Confirming Letter of 
Credit will be reduced by drawings thereunder and will be reinstated in a manner similar to that provided 
for reductions and reinstatements under the Letter of Credit. 

Pursuant to the Confirming Letter of Credit, the Trustee may draw amounts thereunder (i) after 
first having presented to the Bank a drawing under the Letter of Credit in conformance with its terms and 
the Bank having not honored such drawing, or (ii) if the Bank has repudiated the Letter of Credit, without 
first presenting such drawing to the Bank under the Letter of Credit, provided such drawing conforms in 
all respects with the terms and conditions of the Letter of Credit. 

The Confirming Letter of Credit shall expire on December 5, 2007, unless extended.  The expiry 
date of the Confirming Letter of Credit will be extended annually, each such extension to be for a 364-day 
period (but not beyond December 6, 2011) unless the Confirming Bank has given to the Trustee notice of 
non-reinstatement under such Confirming Letter of Credit not less than 90 days prior to any relevant 
expiry date. 

The Reimbursement Agreement 

The Letter of Credit is being issued pursuant to the Reimbursement and Credit Agreement dated 
as of December 1, 2006 (the “Reimbursement Agreement”) between the Bank and the Corporation.  
Under the Reimbursement Agreement, the Corporation will be obligated, among other things, to 
reimburse the Bank, with interest, for each drawing under the Letter of Credit.  The Reimbursement 
Agreement establishes various representations, warranties and covenants of the Corporation and 
establishes various events of default thereunder. 

The terms of the Reimbursement Agreement and certain related documents may be modified, 
amended or supplemented by the Bank and the Corporation from time to time without giving notice to or 
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obtaining the consent of the Bondholders.  Any amendment, modification or supplement to the 
Reimbursement Agreement may contain amendments or modifications to the covenants of the 
Corporation or additional covenants of the Corporation and these amended or modified covenants may be 
more or less restrictive than those in effect at the date of issuance of the Bonds. 

The Bank 

The following information relating to Sovereign Bank (the “Bank”) has been furnished by 
the Bank for inclusion herein.  Such information is not guaranteed as to accuracy or completeness 
by the Corporation or the Underwriter and is not to be construed as a representation by the 
Corporation or the Underwriter.  Neither the Corporation nor the Underwriter has verified this 
information.  The delivery of this Official Statement shall not create any implication that there has 
been no change in the affairs of the Bank since the date hereof, or that the information contained or 
incorporated by reference under this section “The Bank” is correct as of any time subsequent to the 
date as of which such information is provided. 

The Bank, a federal savings bank with its principal executive offices in Wyomissing, 
Pennsylvania, is a wholly-owned subsidiary of Sovereign Bancorp, Inc., and is the third largest depository 
institution headquartered in Pennsylvania, the third largest in New England and one of the nineteen 
largest in the United States.  The Bank was created in 1984 under the name Penn Savings Bank, F.S.B. 
through the merger of two financial institutions with market areas primarily in Berks and Lancaster 
Counties, Pennsylvania.  The Bank assumed its current name on December 31, 1991.  The Bank was 
incorporated in 1987. 

The Bank’s primary business consists of attracting deposits from its network of community 
banking offices, originating small business and middle market commercial, asset-based, consumer and 
residential mortgage loans and home equity lines of credit and engaging in related activities, including 
cash management and capital market activities.  The Bank has 800 community banking offices, over 
2,000 ATMs, and 12,000 team members in Pennsylvania, New Jersey, Connecticut, Massachusetts, New 
York, Rhode Island, Maryland, and New Hampshire.  At September 30, 2006, the Bank had total assets of 
$90.247 Billion, total deposits of $51.712 Billion and total equity capital of $10.533 Billion.  The Bank’s 
business is subject to examination and regulation by federal banking authorities.  Its primary regulator is 
the Office of Thrift Supervision (the “OTS”).  The Bank submits quarterly financial reports, known as 
Thrift Financial Reports, to the OTS.  The Thrift Quarterly Reports may be viewed by visiting the OTS’s 
web site at www.ots.treas.gov. 

The Confirming Bank 

The following information relating to Citibank, N.A. (the “Confirming Bank”) has been 
furnished by such Confirming Bank for inclusion herein.  Such information is not guaranteed as to 
accuracy or completeness by the Corporation or the Underwriter and is not to be construed as a 
representation by the Corporation or the Underwriter.  Neither the Corporation nor the 
Underwriter has verified this information.  The delivery of this Official Statement shall not create 
any implication that there has been no change in the affairs of the Confirming Bank since the date 
hereof, or that the information contained or incorporated by reference under this section “The 
Confirming Bank” is correct as of any time subsequent to the date as of which such information is 
provided.

Citibank, N.A. (“Citibank”) was originally organized on June 16, 1812, and now is a national 
banking association organized under the National Bank Act of 1864.  Citibank is an indirect wholly-
owned subsidiary of Citigroup Inc. (“Citigroup”), a Delaware holding company.  The obligations of 
Citibank under the Confirming Letter of Credit will not be guaranteed by Citigroup.  As of September 30, 
2006, the total assets of Citibank and its consolidated subsidiaries represented approximately 47% of the 
total assets of Citigroup and its consolidated subsidiaries. 

Citibank is a commercial bank that, along with its subsidiaries and affiliates, offers a wide range 
of banking and trust services to its customers throughout the United States and the world. 
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As a national bank, Citibank is a regulated entity permitted to engage only in banking and 
activities incidental to banking.  Citibank’s earnings may be affected by certain monetary policies of the 
Board of Governors of the Federal Reserve System (the “Federal Reserve Board”).  Citibank is primarily 
regulated by the Office of the Comptroller of the Currency (the “Comptroller”), which also examines its 
loan portfolios and reviews the sufficiency of its allowance for credit losses.   

Citibank’s deposits at its U.S. branches are insured by the Federal Deposit Insurance Corporation 
(the “FDIC”) and are subject to FDIC insurance assessments.  The Confirming Letter of Credit is not 
insured by the FDIC or any other regulatory agency of the United States or any other jurisdiction. 

Any FDIC-insured depository institution sharing common ownership with a failed FDIC-insured 
institution can be required to indemnify the FDIC for the FDIC’s losses resulting from the insolvency of 
the failed FDIC-insured institution, even if such indemnification causes the affiliated institution also to 
become insolvent.  As a result, Citibank may, under certain circumstances, be obligated for the liabilities 
of its affiliates that are FDIC-insured depository institutions.  Citibank’s FDIC-insured depository 
affiliates include: Citibank (South Dakota), National Association; Citicorp Trust Bank, fsb; Citibank 
(Banamex USA); and Department Stores National Bank. 

Under U.S. law, deposits in U.S. offices and certain claims for administrative expenses and 
employee compensation against a U.S. insured depository institution which has failed will be afforded a 
priority over other general unsecured claims, including deposits in non-U.S. offices and claims under non-
depository contracts in all offices, against such an institution in the “liquidation or other resolution” of 
such an institution by any receiver.  Such priority creditors (including the FDIC, as the subrogee of 
insured depositors) of such FDIC-insured depository institution will be entitled to priority over unsecured 
creditors in the event of a “liquidation or other resolution” of such institution.   

As conservator or receiver for an insured depository institution, the FDIC also may disaffirm or 
repudiate any burdensome contract to which such institution is a party.  The FDIC has not taken the 
position that such repudiation would impair the right of a holder of an unsecured obligation, such as the 
Confirming Letter of Credit, to claim principal and interest accrued through the date of appointment of a 
conservator or receiver.  (The amount paid on such a claim would depend on the amount of assets in the 
receivership and the relative priority of the claim.)  Disaffirmance or repudiation could, at a minimum, 
expose holders of Confirming Letter of Credit to reinvestment risk. 

As conservator or receiver, the FDIC is also empowered to enforce most types of contracts, 
including the Confirming Letter of Credit, pursuant to their terms notwithstanding any acceleration 
provisions therein, and may transfer to a new obligor any of Citibank’s assets or liabilities, including the 
Confirming Letter of Credit, without the approval or consent of Citibank’s creditors. 

The FDIC is authorized to settle all uninsured and unsecured claims in the insolvency of an 
insured bank by making a final settlement payment at a percentage rate reflecting an average of the 
FDIC’s receivership recovery experience and constituting full payment and disposition of the FDIC’s 
obligation to uninsured and unsecured creditors. 

The Basel Committee on Banking Supervision (the Basel Committee), consisting of central banks 
and bank supervisors from 13 countries, has developed a new set of risk-based capital standards (the New 
Accord or Basel II), on which it has received significant input from Citibank and other major banking 
organizations.  Citibank supports the move to a new set of risk-based regulatory capital standards, 
published on June 26, 2004 (and subsequently amended in November 2005) by the Basel Committee.  
Basel II will allow Citibank to leverage internal risk models used to measure credit, operational, and 
market risk exposures to drive regulatory capital calculations.  On September 30, 2005, the U.S. banking 
regulators delayed the U.S. implementation of Basel II by one year. The current U.S. implementation 
timetable consists of parallel calculations under the current regulatory capital regime (Basel I) and Basel 
II, starting January 1, 2008, and an implementation transition period, starting January 1, 2009 through 
year-end 2011 or possibly later.  The U.S. regulators have also reserved the right to change how Basel II 
is applied in the U.S., and retain the existing Prompt Corrective Action and leverage capital requirements 
applicable to U.S. banking organizations. The new timetable, clarifications, and other proposals will be 
set forth in a notice of proposed rulemaking (NPR), which the U.S. banking regulators are expected to 
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issue during 2006.  Citibank continues to monitor and analyze the developing capital standards in the U.S. 
and in countries where Citibank has significant presence, in order to assess their collective impact and 
allocate project management and funding resources accordingly. 

Citibank does not publish audited financial statements.  However, Citigroup publishes audited 
financial statements which include certain data relevant to Citibank and its consolidated subsidiaries, 
including an audited balance sheet of Citibank and its consolidated subsidiaries.  Citibank’s earnings may 
differ significantly from those of Citigroup.  The activities carried on by subsidiaries of Citigroup other 
than Citibank and its subsidiaries generally include certain consumer lending activities in the United 
States (including the credit card business, some residential mortgage lending, and secured and unsecured 
personal loans) and certain overseas banking operations, as well as investment banking services and 
securities brokerage activities around the world. 

The Quarterly Report on Form 10-Q of Citigroup and its subsidiaries for the quarter ended 
September 30, 2006 (the “September 2006 10-Q”), sets forth certain data relative to the consolidated 
financial position of Citibank and its subsidiaries as of September 30, 2006 and December 31, 2005. 

The Consolidated Balance Sheets of Citibank as of December 31, 2005 and as of December 31, 
2004 are set forth on page 107 of the Annual Report on Form 10-K of Citigroup and its subsidiaries for 
the year ended December 31, 2005 and as of September 30, 2006 and December 31, 2005 are set forth on 
page 90 of the September 2006 10-Q.  Consolidated Balance Sheets of Citibank subsequent to September 
30, 2006 will be included in the Form 10-Q’s (quarterly) and Form 10-K’s (annually) subsequently filed 
by Citigroup with the Securities and Exchange Commission (the “SEC”), which will be filed not later 
than 40 days after the end of the calendar quarter or 60 days after the end of the calendar year to which 
the report relates, or on Form 8-K with respect to certain interim events.  For further information 
regarding Citibank, reference is made to the September 2006 10-Q and to any subsequent reports on 
Forms 10-K, 10-Q or 8-K filed by Citigroup with the SEC, which are incorporated herein by reference.  
Copies of such material may be obtained, upon payment of a duplicating fee, by writing to the SEC at 100 
F Street, N.E., Washington, D.C. 20549.  Please call the SEC at (800) SEC-0330 for further information 
on the operation of the public reference rooms.  In addition, such reports are available at the SEC’s web 
site (http://www.sec.gov). 

In addition, Citibank submits quarterly to the Comptroller certain reports called “Consolidated 
Reports of Condition and Income for a Bank With Domestic and Foreign Offices” (“Call Reports”).  The 
Call Reports are on file with and publicly available at the Comptroller’s offices at 250 E Street, S.W., 
Washington, D.C. 20219 and are also available on the web site of the FDIC (http://www.fdic.gov).  Each 
Call Report consists of a Balance Sheet, Income Statement, Changes in Equity Capital and other 
supporting schedules at the end of and for the period to which the report relates.  The Call Reports are 
prepared in accordance with regulatory instructions issued by the Federal Financial Institutions 
Examination Council. While the Call Reports are supervisory and regulatory documents, not primarily 
accounting documents, and do not provide a complete range of financial disclosure about Citibank, the 
reports nevertheless provide important information concerning the financial condition and results of 
operations of Citibank.  Citibank’s Call Report as of the close of business on September 30, 2006 is 
incorporated herein by reference.  Any subsequent Call Reports filed by Citibank with the Comptroller 
are incorporated herein by reference. 

Any of the above reports incorporated herein by reference are available upon request, without 
charge, by writing or calling Citigroup Document Services, 140 58th Street, Brooklyn, New York 11220, 
(718) 765-6514. 

BOOK-ENTRY SYSTEM 

Information concerning The Depository Trust Company (“DTC”) and the Book-Entry System has 
been obtained from DTC and is not guaranteed as to accuracy or completeness by, and is not to be 
construed as a representation by, the Authority, the Underwriter, the Trustee or the Corporation. 
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Bonds in Book-Entry Form 

Beneficial ownership in the Bonds will be available to Beneficial Owners (as described below) 
only by or through DTC Participants via a book-entry system (the “Book-Entry System”) maintained by 
DTC.  If the Bonds are taken out of the Book-Entry System and delivered to owners in physical form, as 
contemplated hereinafter under “Discontinuance of DTC Services,” the following discussion will not 
apply. 

DTC and Its Participants 

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository 
for the Bonds.  The Bonds will be issued as fully-registered securities registered in the name of Cede & 
Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized representative 
of DTC.  One fully-registered bond certificate will be issued for each maturity of each series of the 
Bonds, each in the aggregate principal amount of each such maturity, and will be deposited with DTC.   

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New 
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a 
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York 
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A 
of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 2.2 million 
issues of U.S. and non-U.S. equity, corporate and municipal debt issues, and money market instruments 
from over 100 countries that DTC’s participants (“Direct Participants”) deposit with DTC.  DTC also 
facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in 
deposited securities through electronic computerized book-entry transfers and pledges between Direct 
Participants’ accounts.  This eliminates the need for physical movement of securities certificates.  Direct 
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, 
clearing corporations, and certain other organizations.  DTC is a wholly-owned subsidiary of The 
Depository Trust & Clearing Corporation (“DTCC”).  DTCC, in turn, is owned by a number of Direct 
Participants of DTC and Members of the National Securities Clearing Corporation Fixed Income Clearing 
Corporation, and Emerging Markets Clearing Corporation (NSCC, FICC, and EMCC, also subsidiaries of 
DTCC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the 
National Association of Securities Dealers, Inc.  Access to the DTC system is also available to others 
such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, either 
directly or indirectly (“Indirect Participants” and, together with Direct Participants, the “Participants”).  
DTC has Standard & Poor’s highest rating: AAA.  The DTC Rules applicable to its Participants are on 
file with the Securities and Exchange Commission.  More information about DTC can be found at 
www.dtcc.com and www.dtc.org. 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Bonds on DTC’s records.  The ownership interest of each actual 
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect 
Participants’ records.  Beneficial Owners will not receive written confirmation from DTC of their 
purchase.  Beneficial Owners are, however, expected to receive written confirmations providing details of 
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction.  Transfers of ownership interests in the 
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on 
behalf of Beneficial Owners.  Beneficial Owners will not receive certificates representing their ownership 
interests in Bonds, except in the event that use of the book-entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC’s partnership nominee, Cede & Co.  or such other name as may be 
requested by an authorized representative of DTC.  The deposit of Bonds with DTC and their registration 
in the name of Cede & Co.  or such other nominee do not effect any change in beneficial ownership.  
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the 
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be 
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the Beneficial Owners.  The Direct and Indirect Participants will remain responsible for keeping account 
of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time.  Beneficial Owners of Bonds may wish to take certain 
steps to augment transmission to them of notices of significant events with respect to the Bonds, such as 
redemptions, tenders, defaults, and proposed amendments to the security documents.  For example, 
Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit 
has agreed to obtain and transmit notices to Beneficial Owners, in the alternative, Beneficial Owners may 
wish to provide their names and addresses to the registrar and request that copies of the notices be 
provided directly to them. 

Redemption notices shall be sent to DTC.  If less than all of the Bonds within an issue are being 
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in 
such issue to be redeemed. 

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to 
the Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures.  Under its 
usual procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the record date.  
The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to 
whose accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 

Redemption proceeds, distributions, and dividend payments on the Bonds will be made to Cede & 
Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC’s practice 
is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail 
information from the Authority or Agent on payable date in accordance with their respective holdings 
shown on DTC’s records.  Payments by Participants to Beneficial Owners will be governed by standing 
instructions and customary practices, as is the case with securities held for the accounts of customers in 
bearer form or registered in “street name,” and will be the responsibility of such Participant and not of 
DTC nor its nominee, the Agent, or the Authority, subject to any statutory or regulatory requirements as 
may be in effect from time to time.  Payment of redemption proceeds, distributions, and dividend 
payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of 
DTC) is the responsibility of the Authority or Agent, disbursement of such payments to Direct 
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial 
Owners will be the responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as securities depository with respect to the Bonds at 
any time by giving reasonable notice to the Authority or Agent.  Under such circumstances, in the event 
that a successor securities depository is not obtained, Bond certificates are required to be printed and 
delivered.

The Authority may decide to discontinue use of the system of book-entry-only transfers through 
DTC (or a successor securities depository).  In that event, Bond certificates will be printed and delivered 
to DTC. 

The information in this section concerning DTC and DTC’s book-entry system has been obtained 
from sources that the Authority believes to be reliable, but the Authority takes no responsibility for the 
accuracy thereof. 

Use of Certain Terms in Other Sections of the Official Statement 

In reviewing this Official Statement it should be understood that while the Bonds are in the Book-
Entry System, reference in other sections of this Official Statement to owners of such Bonds should be 
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read to include any person for whom a Participant acquires an interest in Bonds, but (i) all rights of 
ownership, as described herein, must be exercised through DTC and the Book-Entry System and (ii) 
notices that are to be given to registered owners by the Trustee will be given only to DTC.  DTC is 
required to forward (or cause to be forwarded) the notices to the Participants by its usual procedures so 
that such Participants may forward (or cause to be forwarded) such notices to the Beneficial Owners. 

RISK FACTORS 

Set forth below are certain risk factors that should be considered before any investment in the 
Bonds is made.  These risk factors should not be considered definitive or exhaustive. 

General 

As described herein under the caption, “INTRODUCTION – Security for the Bonds,” the 
principal of, premium, if any, purchase price of, and interest on the Bonds, except to the extent that the 
Bonds will be payable from the proceeds thereof or investment income thereon or, with respect to the 
Bonds only, from the Letter of Credit or, under certain circumstances, proceeds of insurance, sale or 
condemnation awards or net amounts by recourse to the First Deed of Trust, are payable solely from 
amounts payable by the Corporation under the Loan Agreement.  The bondholders’ risks discussed below 
should be considered in evaluating the ability of the Corporation, to make payments in amounts sufficient 
to provide for the payment of the principal of, premium, if any, and interest on the Bonds. 

The receipt of future revenues by the Corporation will be subject to, among other factors, federal 
and state policies affecting the senior housing and health care industries (including changes in 
reimbursement rates and policies), increased competition from other senior housing and health care 
providers, the capability of the management of the Corporation and future economic and other conditions 
that are impossible to predict.  The extent of the ability of the Corporation to generate future revenues has 
a direct effect upon the payment of principal of, premium, if any, and interest on the Bonds.  Neither the 
Underwriter nor the Authority has made any independent investigation of the extent to which any such 
factors may have an adverse effect on the revenues of the Corporation. 

This discussion of risk factors is not, and is not intended to be, exhaustive. 

THIS OFFICIAL STATEMENT CONTAINS VERY LIMITED INFORMATION WITH 
RESPECT TO THE CORPORATION.  THE CORPORATION MAKES NO REPRESENTATIONS 
HEREIN CONCERNING ITS PRESENT OR FUTURE CONDITION, FINANCIAL OR OTHERWISE.  
PURCHASERS OF THE BONDS SHOULD MAKE THEIR INVESTMENT DECISION BASED 
SOLELY UPON THE LETTER OF CREDIT AND THE FINANCIAL STRENGTH OF THE BANK. 

The Bank and the Confirming Bank 

There can be no assurance that the credit ratings of the Bank or the Confirming Bank will 
continue at their current level.  A decline in the credit rating of the Bank, the Confirming Bank or the 
issuer of an Alternate Letter of Credit could result in a decline in any rating that may be assigned to the 
Bonds from time to time.  Such a decline could in turn affect the market price and marketability of the 
Bonds.  For information concerning the Bank and the Confirming Bank, see “THE LETTER OF CREDIT 
AND THE REIMBURSEMENT AGREEMENT – The Bank” and “– The Confirming Bank.” 

Enforceability of the Letter of Credit 

Section 105 of the Bankruptcy Code empowers a bankruptcy court to issue such orders as are 
necessary or appropriate to carry out the provisions of the Bankruptcy Code.  Court decisions discussing 
the enforceability of letters of credit indicate that it is possible that a bankruptcy court acting pursuant to 
Section 105 or other equitable powers under the Bankruptcy Code could enjoin a drawing by the Trustee 
under the Letter of Credit or the payment by the Trustee to the Bondholders of amounts drawn under the 
Letter of Credit under various circumstances, including the bankruptcy or insolvency of, or a similar 
event with respect to, the Corporation or any affiliate of the Corporation. 
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The Letter of Credit also will not, and is not intended to, protect the Bondholders from events 
affecting the Bank or its creditworthiness, including, without limitation, the bankruptcy or insolvency of 
the Bank. 

Risk of Management by ECA 

ECA will manage the Facility under the Management Agreement.  ECA has operated at a deficit 
for several years, and expects to continue to experience deficiencies of cash receipts over cash 
disbursements as it pursues its current development program.  If ECA is not able to continue its 
obligations under the Management Agreement, the Corporation may have difficulty finding a replacement 
manager for the Facility on a cost-effective basis. 

Failure to Achieve Sufficient Occupancy and to Maintain Turnover or Occupancy; Uncertainty of 
Revenues

The ability of the Corporation to generate sufficient revenues will depend, among other things, 
upon the ability of the Corporation to attract sufficient numbers of residents to the Facility in order to 
achieve and then to maintain substantial occupancy throughout the term of the Bonds.  The ability of the 
Corporation to achieve and then to maintain substantial occupancy depends to some extent on factors 
outside its control.  The success of the Corporation’s Facility is dependent on numerous factors including 
(but not limited to):  the maintenance of high future occupancy levels at the Facility by eligible residents 
who will be able to pay the fees charged, the capabilities of the management of the Facility, the 
availability of alternative housing opportunities in the general area and future economic and other 
conditions which are unpredictable.  See “RISK FACTORS – Federal Reimbursement and Regulatory 
Issues” herein.  Any of these factors may affect revenues and payments on the Bonds.  No representation 
or assurance can be made that revenues will be realized by the Facility in amounts sufficient to make the 
required payments on the Bonds. 

Regulatory Matters 

General.  Health and elder care facilities are subject to regulation by state, local and other 
regulatory or accrediting agencies created to oversee planning and development of health care resources 
and services, the governmental and private agencies that administer the Medicaid program and other 
federal, state and local governmental agencies.  Renewal and continuance of certain licenses, 
certifications and accreditations issued by these agencies are based on inspections, surveys, audits, 
investigations or other reviews, some of which may require or include affirmative action or response by 
the management of the Corporation.  These activities generally are conducted in the normal course of 
business.  Nevertheless, an adverse result could be the cause of loss or reduction in a facility’s scope of 
licensure, certification or accreditation or could reduce payments received.  In certain instances, failure to 
comply with the guidelines promulgated by such agencies can result in penalties to the facility (including 
fines or loss of licensure, certification, accreditation or eligibility for certain reimbursement programs). 

Licensure.  The Corporation has obtained a license from the State of California Department of 
Social Services (or any successor licensing entity thereto) for the Facility as a residential care facility for 
the elderly (“RCFE”) and to operate the Facility in a manner consistent with all applicable federal, state 
and local laws, regulation, rules and ordinances.  Medi-Cal and Medicare do not cover RCFE care.  
RCFEs are facilities for residents requiring nonmedical care and supervision such as assistance with 
bathing, dressing and reminders to take medication.  RCFEs must make available to residents three meals 
a day and round-the-clock supervision by at least one staff member.  RCFE licenses renew annually upon 
payment of renewal fees; however, the license is subject to revocation due to, among other things, failure 
to satisfactorily pass annual inspections conducted to ensure safety and preservation of regulations for the 
operation of the facilities. 

Management of the Corporation believes that the Facility is in compliance with State licensure 
requirements.  Any failure to maintain this compliance could have a material adverse effect of the 
operations of the Corporation.  See “Appendix A – THE FACILITY – Licenses” attached hereto. 
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Compliance.  State licensing requirements are subject to change, and there can be no assurance 
that the Corporation will be able to maintain all licenses needed to operate its facilities as planned or that 
it will not incur substantial costs in doing so.  Failure to comply with state licensing or certification 
requirements could result in the loss by the Corporation of the right to conduct all or a portion of its 
business.  Further, the Corporation’s facilities are subject to periodic inspection by governmental and 
other regulatory authorities to assure continued compliance with various standards and to provide for 
continued licensing under state law. 

From time to time, the Corporation may receive notices from state regulatory agencies relating to 
alleged deficiencies for failure to comply with components of the licensure regulations.  While the 
Corporation will endeavor to comply with all applicable regulatory requirements, it may become subject 
from time to time to various sanctions and penalties resulting from deficiencies alleged by state survey 
agencies.  While a state agency might threaten to revoke licensure in certain instances, management 
believes that the Corporation will not suffer any material adverse effect as a result of any such threats.  
There can be no assurance, however, that the Corporation will not be subject to sanctions and penalties in 
the future as a result of such actions. 

Other Government Regulation.  The Facility is and will continue to be subject to rules and 
regulations promulgated by various agencies and bodies of federal, State and local governments which 
have jurisdiction over such matters as health care, employment, safety, traffic and health.  The impact of 
such rules and regulations on the Facility is unknown and cannot be predicted.  Future orders, pursuant to 
existing or subsequently enacted rules or regulations, may require the expenditure by the Corporation of 
substantial sums to effect compliance therewith.   

General Risks of Assisted Living Facilities 

There are many diverse factors not within the Corporation’s control that have a substantial 
bearing on the risks generally incident to the operation of the Facility.  These factors include generally 
imposed fiscal policies, adverse use of adjacent or neighboring real estate, the ability to maintain the 
Facility, community acceptance of the Facility, changes in demand for the Facility, changes in the number 
of competing facilities, changes in the costs of operation of the Facility, changes in the laws of the State 
affecting assisted living programs, the limited income of the elderly, changes in the assisted living and 
health care industries, difficulties in or restrictions on the Corporation’s ability to raise rates charged, 
general economic conditions and the availability of working capital.  In recent years, a significant number 
of assisted living facilities throughout the United States have defaulted on various financing obligations 
or otherwise have failed to perform as originally expected.  There can be no assurance the Facility will 
not experience one or more of the adverse factors that caused other facilities to fail.  Many other factors 
may adversely affect the operation of facilities like the Facility and cannot be determined at this time.   

Nature of the Income of the Elderly 

A large percentage of the monthly income of the residents of the Facility will be fixed income 
derived from pensions and Social Security.  In addition, some residents will be liquidating assets in order 
to pay the monthly and other fees.  If, due to inflation or otherwise, substantial increases in fees are 
required to cover increases in operating costs, wages, benefits and other expenses, many residents may 
have difficulty paying or may be unable to pay such increased fees.  The Corporation’s inability to collect 
from residents the full amount of their payment obligations may jeopardize the ability of the Corporation 
to pay amounts due under the Loan Agreement. 

Certain Matters Relating to the Security Interest in Gross Revenues 

The effectiveness of the security interest in Gross Revenues may be limited by a number of 
factors, including: (i) the absence of an express provision permitting assignment of receivables due under 
the contracts with third party payors, and present or future prohibitions against assignment contained in 
any applicable statutes or regulations; (ii) commingling of Gross Revenues with other moneys of the 
Corporation not so pledged under the Indenture; (iii) statutory liens; (iv) rights arising in favor of the 
United States of America or any agency thereof; (v) constructive trusts, equitable or other rights 
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impressed, conferred or otherwise imposed by a federal or state court in the exercise of equitable 
jurisdiction; (vi) federal bankruptcy laws which may affect the enforceability of the security interest in the 
Gross Revenues of the Corporation which are earned by the Corporation within 90 days preceding and 
after any effectual institution of bankruptcy proceedings by or against the Corporation; (vii) rights of third 
parties in Gross Revenues converted to cash and not in the possession of the Trustee; and (viii) claims that 
might arise if appropriate financing or continuation statements are not filed in accordance with the 
California Uniform Commercial Code as from time to time in effect. 

Enforceability of Remedies; Prior Claims 

The Bonds are secured by an assignment by the Authority to the Trustee of certain rights under 
the Loan Agreement (except as provided therein) and by the First Deed of Trust on the Facility.  The 
practical realization of the value of the property on which the Facility are located upon any default will 
depend upon the exercise of various remedies specified by the Loan Agreement, the First Deed of Trust 
and the Indenture.  These and other remedies may require judicial actions, which are often subject to 
discretion and delay.  Under existing law (including, without limitation, the Bankruptcy Code), the 
remedies specified by the Loan Agreement and the First Deed of Trust may not be readily available or 
may be limited.  A court may decide not to order the specific performance of the covenants contained in 
the First Deed of Trust.  The various opinions to be delivered concurrently with the delivery of the Loan 
Agreement and the First Deed of Trust will be qualified as to the enforceability of the various legal 
instruments by, among others, limitations imposed by state and federal laws, rulings and decisions 
affecting remedies, and by bankruptcy, reorganization or other laws affecting the enforcement of 
creditors’ rights generally. 

In addition, the various security interests and obligations established under the First Deed of Trust 
will be subject to Permitted Encumbrances, and may be limited by or subject to other claims and interests.  
Examples of such claims and interests are: 

(1) statutory liens and assessments for improvements; 

(2) rights arising in favor of the United States of America or any agency thereof; 

(3) constructive trusts, equitable liens or other rights impressed or conferred by any state or 
federal court in the exercise of its equitable jurisdiction; 

(4) federal bankruptcy laws affecting amounts earned by the Corporation after institution of 
bankruptcy proceedings by or against the Corporation; 

(5) the requirement that appropriate continuation statements be filed in accordance with the 
California Uniform Commercial Code as from time to time in effects; and 

(6) fraudulent conveyance or transfer laws which may apply to transfers or conveyances of 
property between affiliated entities. 

With respect to amounts received in the case of an event of default by the Corporation under the 
Loan Agreement or the First Deed of Trust followed by the exercise by the Trustee of its rights to 
foreclose under the First Deed of Trust, it has been the experience of lenders in recent years that attempts 
to foreclose on commercial property are frequently met with defensive measures such as protracted 
litigation and/or bankruptcy proceedings, and that such defensive measures can greatly increase the 
expense involved in achieving such realization.  In addition, the same factors that would lead to 
foreclosure could also be expected to substantially reduce the value of the Facility, thus reducing the 
possibility that the proceeds from leasing or selling the Facility would be sufficient to pay the Bonds in 
full.

Additionally, California law imposes certain other procedural requirements which must be fully 
complied with if the Trustee is to enforce its security interest in the Facility.  Furthermore, there can be no 
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assurance that if and when remedies are exercised that amounts realized from a sale or foreclosure, or 
revenues realized if the Facility are retained and operated by the Trustee, would be sufficient to pay debt 
service with respect to the Bonds in full when due and operating expenses of the Facility.  The Facility is 
a special purpose facility constructed specifically for residential assisted living purposes, and there is no 
assurance that the Trustee would receive sufficient proceeds from a sale or foreclosure to pay the Bonds 
in their entirety. 

Foreclosure.  There are two methods of foreclosing on a deed of trust under California law: by 
nonjudicial sale and by judicial sale.  Foreclosure under a deed of trust may be accomplished by a 
nonjudicial trustee’s sale under the power of sale provision in the deed of trust.  Prior to such sale, the 
trustee must record a notice of default and election to sell and must send a copy to the trustor, any person 
who has recorded a request for a copy of the notice of default and notice of sale, any successor in interest 
of the trustor and the beneficiary of any junior deed of trust.  Following the lapse of three months after 
recording the notice of default and election to sell, the trustee may give notice of sale.  The notice of sale 
must be posted in a public place and published once a week throughout a 20-day period prior to the 
trustee’s sale.  Such notice of sale must be posted on the property and must be sent to the trustor, to each 
person who has requested a copy, to any successor in interest of the trustor and to the beneficiary of any 
junior deed of trust at least 20 days prior to the sale.  The trustor, any successor in interest of the trustor, 
or any person having a junior lien or encumbrance of record may cure the default during the statutory 
reinstatement period by paying the entire amount of the debt then due under the terms of the deed of trust 
and the obligations secured thereby (exclusive of principal due by virtue of acceleration upon default) 
plus costs and expenses actually incurred in enforcing the obligation and certain statutorily limited 
attorneys’  and trustee’s fees.  In addition, the notice of sale must be recorded with the county recorder at 
least 14 days prior to the date of sale.  Following the sale, neither the trustor nor any junior lien holder has 
any right of redemption, and the beneficiary may not ordinarily obtain a deficiency judgment against the 
trustor.

If foreclosure under a deed of trust is sought in the form of a judicial foreclosure, it generally is 
subject to most of the delays and expenses that occur with other lawsuits.  Judicial foreclosure sometimes 
requires up to several years to complete.  The primary advantage of a judicial foreclosure is that the 
beneficiary is entitled, subject to other limitations, to obtain a deficiency judgment against the trustor to 
the extent that the amount of the debt is in excess of the fair market value of the property.  Following a 
judicial foreclosure sale, the trustor or its successors in interest may redeem the property for a period of 
one year (or a period of three months if the entire amount of the debt is bid at the foreclosure sale). 

Antideficiency Legislation and Other Limitations on Lenders.  California has four principal 
statutory prohibitions limiting the remedies of a beneficiary under a deed of trust.  Two of these 
prohibitions limit the beneficiary’s right to obtain a deficiency judgment, one being based on the method 
of foreclosure and the other on the type of debt being secured.  Under the former, a deficiency judgment 
ordinarily is barred when the foreclosure is accomplished by means of a nonjudicial trustee’s sale, except 
where the deed of trust is given to secure the payment of bonds authorized or permitted to be issued by 
the California Commissioner of Corporations.  Under the latter (not intended to be applicable in this 
situation), a deficiency judgment is barred where a foreclosed deed of trust secures certain purchase 
money obligations. 

Another California statute, commonly known as the “one form of action” rule, requires the 
beneficiary to exhaust the security under a deed of trust by foreclosure before bringing a personal action 
against the trustor on the indebtedness.  If a court were to hold that this rule were applicable to the First 
Deed of Trust and the Authority, the Bank or successor thereof, or the Trustee were to file suit to collect 
the debt under the Loan Agreement or the Indenture, or the Bank were to file suit to collect the debt under 
the Reimbursement Agreement without seeking first to enforce their remedies under the First Deed of 
Trust, they might be precluded from thereafter proceeding under the First Deed of Trust to foreclose on 
the Facility. 

Another statutory provision limits any deficiency judgment obtained by a beneficiary following a 
judicial sale to the excess of the outstanding debt above the fair market value of the property at the time of 
sale.  This prevents a beneficiary from obtaining a large deficiency judgment against the debtor as the 
result of low bids at a judicial sale. 
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Other statutory provisions (such as the federal bankruptcy laws) may have the effect of delaying 
enforcement of the lien of the First Deed of Trust in the event of a default by the Corporation. 

Trustee’s Conditional Obligation to Foreclose.  The Trustee and the Bank are authorized by the 
Loan Agreement, the Reimbursement Agreement and the First Deed of Trust to foreclose on real property 
owned by the Corporation following certain Events of Default.  However, the Trustee and the Bank are 
not obligated to take possession unless they determine that certain conditions relating to their potential 
liability under applicable environmental laws have been satisfied.  See Appendix B – “SUMMARY OF 
PRINCIPAL DOCUMENTS” attached hereto.   

Rate Setting 

Future legislation granting full or partial rate fixing authority to a State or federal agency could 
prevent the Corporation from increasing rates adequately to cover potential increases in its operating costs 
or other expenses.  In addition, proposed legislation, if enacted, would limit the frequency of rate 
increases imposed by assisted living facilities and the ability to assess separate charges for items and 
services not authorized in the initial admission agreement. 

Factors that Could Affect the Validity or Value of the Lien Against the Corporation’s Revenues 
and the Enforceability of the Loan Agreement and Legal Opinions 

The legal right and practical ability of the Trustee to enforce the rights and remedies under the 
Loan Agreement and the First Deed of Trust may be limited by laws relating to bankruptcy (see 
“Bankruptcy” directly following), insolvency, reorganization, fraudulent conveyance or moratorium and 
by other similar laws affecting creditors rights.  In addition, the enforcement of such rights and remedies 
will depend upon the exercise of various remedies specified by such documents which may in many 
instances require judicial actions that are often subject to discretion and delay or that otherwise may not 
be readily available or may be limited. 

There exists common law authority and authority under certain statutes for the ability of the 
courts to terminate the existence of a nonprofit corporation or undertake supervision of its affairs on 
various grounds, including a finding that such corporation has insufficient assets to carry out its stated 
charitable purposes.  Such court action may arise on the court’s own motion or pursuant to a petition of 
the state Attorney General or such other persons who have interests different from those of the general 
public, pursuant to the common law and statutory power to enforce charitable trusts and to see the 
application of their funds to their intended charitable uses. 

The various legal opinions to be delivered concurrently with the execution and delivery of the 
Bonds will be qualified as to the enforceability of the various legal instruments by limitations imposed by 
State and federal laws, rulings and decisions affecting remedies, and by bankruptcy, reorganization or 
other laws of general application affecting the enforcement of creditors’ rights or the enforceability of 
certain remedies or document provisions. 

Bankruptcy

In the event of bankruptcy of the Corporation, the rights and remedies of the Holders of the 
Bonds are subject to various provisions of the federal Bankruptcy Code.  If the Corporation was to file a 
petition in bankruptcy, payments made by the Corporation during the 90-day (or perhaps one-year) period 
immediately preceding the filing of such petition may be avoidable as preferential transfers to the extent 
such payments allow the recipients thereof to receive more than they would have received in the event of 
the Corporation’s liquidation.  Security interests and other liens granted to a trustee and perfected during 
such preference period also may be avoided as preferential transfers to the extent such security interest or 
other lien secures obligations that arose prior to the date of such perfection.  Such a bankruptcy filing 
would operate as an automatic stay of the commencement or continuation of any judicial or other 
proceeding against the Corporation and its property and as an automatic stay of any act or proceeding to 
enforce a lien upon or to otherwise exercise control over its property as well as various other actions to 
enforce, maintain or enhance the rights of a trustee.  If the bankruptcy court so ordered, the property of 
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the Corporation, including accounts receivable and proceeds thereof, could be used for the financial 
rehabilitation of the Corporation despite any security interest of a trustee therein.  The rights of the 
Trustee to enforce its security interests and other liens it may have could be delayed during the pendency 
of the rehabilitation proceeding. 

The Corporation could file a plan for the adjustment of its debts in any such proceeding which 
could include provisions modifying or altering the rights of creditors generally, or any class of them, 
secured or unsecured.  The plan, when confirmed by a court, binds all creditors who had notice or 
knowledge of the plan and discharges all claims against the debtor provided for in the plan.  No plan may 
be confirmed unless certain conditions are met, among which are that the plan is in the best interests of 
creditors, is feasible and has been accepted by each class of claims impaired thereunder.  Each class of 
claims has accepted the plan if at least two-thirds in dollar amount and more than one-half in number of 
the class cast votes in its favor.  Even if the plan is not so accepted, it may be confirmed if the court finds 
that the plan is fair and equitable with respect to each class of non-accepting creditors impaired 
thereunder and does not discriminate unfairly. 

Claims and Insurance Coverage 

In recent years, the number of malpractice and general liability suits and the dollar amount of 
damage recoveries have increased nationwide, resulting in substantial increases in malpractice insurance 
premiums.  Malpractice and other actions alleging wrongful conduct and seeking punitive damages are 
often filed against providers such as the Corporation.  Insurance does not provide coverage for judgments 
for punitive damages.  While the Corporation will carry malpractice and general liability insurance which 
the Corporation’s management considers adequate, the Corporation is unable to predict the availability or 
cost of such insurance in the future. 

The senior care and housing industry, and in particular the nursing industry, is facing a crisis in 
which professional and general liability insurance is becoming increasingly expensive and at times 
unavailable.  Premium increases ranging from 200% to 400% in a single year have been reported by some 
providers.  Insurance and legal professionals do not anticipate any reduction or stabilization in premiums 
for another three to five years.  This estimation is based on current litigation trends and an absence of 
meaningful tort reform. 

The insurance crisis has been attributed to a number of factors, including, most notably, an 
epidemic increase in litigation against facilities. In many instances, plaintiffs in elder abuse actions have 
access to various enhanced remedies, such as attorneys’ fees, post-death pain and suffering, and punitive 
damages in certain circumstances.  As a result, simple negligence cases are increasingly re-characterized 
as abuse cases.  Congressional reports on abuse and increased enforcement activities by State regulatory 
agencies have also contributed to this phenomenon.  Liability insurance does not provide coverage for 
judgments for punitive damages where prohibited by law, or for the payment of claims of intentional acts. 

Litigation may also arise from the corporate and business activities of the Corporation including 
from its status as an employer.  Many of these risks would be covered by insurance, but some might not 
be.  For example, certain antitrust claims, claims arising from wrongful termination, claims arising from 
physical harm or assault, including sexual molestation, business disputes and workers’ compensation 
claims may not be covered by insurance or other sources and may, in whole or in part, be a liability of the 
Corporation if determined or settled adversely. 

Seismic Risk 

According to the Seismic Safety Commission of the State of California, the State is mapped into 
seismic hazard zones 3 and 4.  Seismic hazard zones account for geographic variation in the expected 
levels of earthquake ground shaking and are based on the historical records of earthquakes and the 
location of known earthquake faults.  Several earthquake faults run through Marin County, the location of 
the Facility.  Local building codes take into account the likelihood of ground shaking and are intended to 
provide safety to the building occupants. 
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There can be no assurance that the occurrence of a significant seismic event in any area in which 
the Corporation operates would not have a material adverse effect of the Facility, the operations of the 
Corporation or the ability of the Corporation to make the Loan Repayments.  The Reimbursement 
Agreement requires the Corporation to obtain earthquake insurance if it is commercially available at a 
reasonable cost.  The Bank may waive the requirement without Bondholder consent. 

Planned Operations and Competition and Possible Increased Competition 

The revenues and expenses associated with the operation of the Corporation’s planned residential 
facilities will be affected by future events and conditions relating generally to, among other things, 
government regulations, third-party reimbursement programs, demand for services, the ability of the 
Corporation to provide the services required by residents, economic developments in the affected service 
areas, competition, rates and costs.  The Facility is subject to substantial competition from facilities 
providing similar or comparable services.  Such competition likely will inhibit the extent to which the 
Corporation will be able to raise charges and maintain or increase admissions.  There can be no assurance 
that additional competing facilities will not be constructed in the future. 

Increased competition from a wide variety of potential sources, including, but not limited to, 
other assisted living and retirement facilities, sheltered care facilities, residential supportive living 
facilities, continuing care retirement communities, skilled nursing facilities, nursing homes, inpatient and 
outpatient health care facilities, independent living facilities, home health services and others could 
adversely affect the utilization and/or revenues of the Corporation.  Existing and potential competitors 
may not be subject to various restrictions applicable to the Corporation, and competition may, in the 
future, arise from new sources not currently anticipated or prevalent.  Consequently, the utilization and 
revenues of the Corporation could be adversely affected thereby. 

Environmental Laws and Regulations 

There are potential risks relating to liabilities for environmental hazards with respect to the 
ownership or long-term leasing of any real property.  If hazardous substances are found to be located on 
property, owners of such property may be held liable for costs and other liabilities related to the removal 
of such substances, which costs and liabilities could exceed the value of a facility.  A site assessment has 
been done on the site in connection with the issuance of the Bonds and has not identified any known 
material hazardous substances at the property. 

At the present time, management of the Corporation is not aware of any pending or threatened 
claim, investigation or enforcement action regarding such environmental issues which, if determined 
adversely to the Corporation, would have material adverse consequences.  In the event such enforcement 
actions were initiated, the Corporation could be liable for the costs of removing or otherwise treating 
pollutants or contaminants located at the Facility.  In addition, under certain environmental statutes, in the 
event an enforcement action was initiated, a lien could attach to the Facility, which would adversely affect 
the Corporation’s ability to generate revenues from the operation of the Facility sufficient to meet the debt 
service requirements with respect to the Bonds and its obligations under the Loan Agreement. 

Taxation of Interest on the Bonds 

Because the exclusion for federal income tax purposes of the interest on the Bonds from the gross 
income of the owners thereof depends upon events occurring after the date of execution and delivery of 
the Bonds, the opinion of Bond Counsel described under “TAX MATTERS” herein assumes the 
compliance by the Corporation with the provisions of the Code and the regulations relating thereto.  No 
opinion is expressed by Bond Counsel with respect to the exclusion from gross income of the interest on 
the Bonds in the event of noncompliance with such provisions.  The failure of the Corporation to comply 
with the provisions of the Code and the regulations thereunder may cause the interest on the Bonds to 
become includable in the gross income of the owners thereof as of the date of execution and delivery of 
the Bonds. 
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The Corporation has not sought to obtain a private letter ruling from the Internal Revenue Service 
(the “IRS”) with respect to the Bonds, and the opinion of Bond Counsel is not binding on the IRS.  There 
is no assurance that an IRS examination of the Bonds will not adversely affect the market value of the 
Bonds.  See “TAX MATTERS” herein. 

Possible Future Federal Tax Legislation 

It is possible that future tax legislation could require that the interest on the Bonds be included in 
the gross income of the owners for federal income tax purposes, and the value or marketability of the 
Bonds could be adversely affected by any such legislation.  See “TAX MATTERS” herein. 

Internal Revenue Code Compliance 

The IRS has determined that the Corporation is a tax-exempt organization described in Section 
501(c)(3) of the Internal Revenue Code of 1986, as amended (the “Code”), and exempt from taxation 
under Section 501(a) of the Code.  As a tax-exempt, charitable organization, the Corporation and its 
operations are subject to various requirements specified by the Code and the regulations promulgated 
thereunder.  Compliance with those requirements is necessary to maintain the tax-exempt status of the 
Corporation.  If the Corporation should fail to meet any of the requirements specified by the Code and 
regulations thereunder as necessary to maintain its tax-exempt status, action could be initiated by federal 
or state tax authorities to attempt to subject the Corporation, its property, and its revenues to taxation.  If 
successful, such action could cause interest on the Bonds to be taxable to the owners thereof.  Under the 
Code as amended to the date of this Official Statement, the failure of the Corporation to maintain its tax-
exempt status could constitute a default under the Loan Agreement.  The Corporation has covenanted in 
the Loan Agreement that it will not take or omit to take any action, if such act or omission would cause 
the interest on the Bonds to be includable in the gross income of any owner for federal income tax 
purposes.  Loss of tax-exempt status by the Corporation could result in loss of tax-exemption of the 
Bonds, and defaults in covenants regarding the Bonds would likely be triggered.  Such an event would 
have material adverse consequences on the financial condition of the Corporation. 

The maintenance by the Corporation of tax-exempt status depends, in part, upon the maintenance 
of its status as an organization described in Section 501(c)(3) of the Code.  The maintenance of such 
status is contingent upon compliance with general rules promulgated in the Code and related regulations 
regarding the organization and operation of tax-exempt entities, including their operation primarily for 
charitable purposes.  The IRS has announced that it intends to closely scrutinize transactions between 
nonprofit corporations and for-profit entities, including transactions relating to the Anti-Kickback Law, 
and has issued revised audit guidelines for tax-exempt health care entities.  Although specific activities of 
health care entities have been the subject of interpretations by the IRS in the form of Private Letter 
Rulings, many activities have not been addressed in any official opinion, interpretation or policy of the 
IRS.  Because the Corporation conducts operations involving private parties, there can be no assurance 
that certain of the Corporation’s transactions would not be challenged by the IRS. 

On July 31, 1996, the Federal Taxpayers Bill of Rights 2 (the “Taxpayers Act”) was signed into 
law.  The Taxpayers Act provides the IRS with an “intermediate” tax enforcement tool to combat 
violations by tax-exempt organizations of the private inurement prohibition of the Code.  Previous to this 
“intermediate sanctions” law, the IRS could punish such violations only through revocation of an 
organization’s tax-exempt status. 

Intermediate sanctions may now be imposed where there is an “excess benefit transaction,” 
generally defined to involve a disqualified person (i.e., an insider) engaging in an economic transaction 
with a tax-exempt organization at other than fair market value. 

A disqualified person who benefits from an excess benefit transaction will be required to restore 
the excess benefit to the exempt organization and will be subject to a “first tier” penalty excise tax equal 
to 25% of the amount of the excess benefit.  Organizational managers (e.g., directors) who participate in 
an excess benefit transaction knowing it to be improper are subject to a “first-tier” penalty excise tax of 
10% of the amount of the excess benefit, subject to a maximum penalty of $10,000.  A “second tier” 
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penalty excise tax of 200% of the amount of the excess benefit may be imposed on the disqualified person 
(but not the organizational manager) if the excess benefit transaction is not corrected in a specified time 
period.  The intermediate sanctions law is effective retroactively to September 15, 1995. 

Property Taxes; State and Local Tax Exemption 

Local property tax assessors take differing positions as to whether or not facilities such as those 
owned by the Corporation are exempt from property taxation.  The Corporation intends to seek exemption 
from ad valorem property tax with respect to the Facility and intends to follow the annual procedures 
currently required to maintain this exemption.  A failure to obtain such exemption or to follow these 
procedures in any year could subject the Corporation to tax in that year.  In addition, budgetary pressures 
on local government may lead to increasing pressures for state legislation to amend the property tax 
statutes to subject to taxation various properties owned by nonprofit organizations or to condition 
exemption from taxation upon the performance of specific types or level of charitable activity. 

Until recently, California has not been as active as the IRS in scrutinizing the income tax 
exemption of exempt organizations.  It is possible that legislation may be proposed to strengthen the role 
of the California Franchise Tax Board and the Attorney General in supervising nonprofit health care 
providers.  It is likely that the loss by the Corporation of federal tax exemption also would trigger a 
challenge to the state tax exemption of the Corporation.  Depending on the circumstances, such event 
could be adverse and material. 

In recent years, state, county, and local taxing authorities have been undertaking audits and 
reviews of the operations of tax-exempt organizations with respect to their property tax exemption for 
both real and personal property.  The Corporation expects the majority of its real and personal property to 
be exempt from property taxes.  Investigations or audits could lead to challenges of the property tax 
exemption with respect to facilities of the Corporation that, if successful, could adversely and materially 
affect the property tax exemption with respect to certain of the facilities or property of the Corporation. 

It is not possible to predict the scope or effect of future legislative or regulatory actions with 
respect to taxation of not-for-profit corporations.  There can be no assurance that future changes in the 
laws and regulations of federal, state or local governments will not materially or adversely affect the 
operations and financial condition of the Corporation by requiring it to pay income or local property 
taxes.

Unrelated Business Taxation 

Changes in tax laws regarding not-for-profit organizations could adversely affect certain of the 
Corporation’s revenues.  Recently Congress and the IRS have focused more closely on issues of tax-
exemption, such as the scope of activities constituting unrelated business taxable income.  The effect on 
the Corporation, however, is likely to be de minimis because the Corporation believes none of its 
contemplated activities will give rise to such income. 

Lack of Marketability for the Bonds 

Although the Underwriter intends, but is not obligated, to make a market for the Bonds, there can 
be no assurance that there will be a secondary market for the Bonds, and the absence of such a market for 
the Bonds could result in investors not being able to resell the Bonds should they need to or wish to do so.  

Interest Rate Swap Risks 

The Corporation anticipates entering into an interest rate swap agreement (the “Swap”) for the 
Bonds at or before the date of issuance of the Bonds.  The Swap will be subject to periodic “mark-to-
market” valuations and may, at any time, have a negative value to the Corporation.  The Swap 
Counterparty may terminate the Swap upon the occurrence of certain “termination events” or “events of 
default.”  The Corporation may terminate the Swap at any time.  If either the Swap Counterparty or the 
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Corporation terminates the Swap during a negative value situation, the Corporation may be subject to a 
termination payment to the Swap Counterparty, and such payment could be material. 

Pursuant to the Swap, the Swap Counterparty will be obligated to make variable rate payments to 
the Corporation based on an index and the applicable notional amount described herein under “PLAN OF 
FINANCE - Interest Rate Swap,” which payments may be more or less than the variable rates the 
Corporation is required to pay with respect to a comparable principal amount of Bonds. No determination 
can be made at this time as to the potential exposure to the Corporation relating to the difference in 
variable rate payments. 

Amendments to Documents 

Certain amendments to the Documents may be made without the consent of the owners of the 
Bonds and other amendments may be made with the consent of the owners of a majority in an aggregate 
principal amount of all outstanding Bonds.  Such amendments could affect the security for the Bonds.  
Certain amendments may be made without the consent of the owners of the Bonds if the amendment does 
not materially adversely affect the interest of the owners of the Bonds.  See “SUMMARY OF 
PRINCIPAL DOCUMENTS” in Appendix B hereto. 

Other Considerations 

Reduced Demand.  The reduced need for assisted living services arising from future scientific 
advances, preventive medicine, home healthcare services, alternative delivery systems, changes in 
demographics, or a decline in the population or the economic condition of the service area of the 
Corporation’s Facility may adversely affect the Corporation’s revenues. 

Changes in Tax Policy.  Taxing authorities in certain jurisdictions have sought to impose or 
increase taxes related to the property and operations of nonprofit organizations, including nursing homes 
and retirement centers, particularly where such authorities are dissatisfied with the amount of service 
provided to indigents.  The Corporation believes its planned services to indigents will be adequate, but it 
is possible that future administrative or judicial proceedings will have the effect of requiring the 
Corporation to increase its services to indigent residents to retain its tax-exempt status, which would have 
an adverse effect on the revenues of the Corporation. 

Cost Increases.  Cost increases without corresponding increases in revenues would result from, 
among other factors, increases in insurance premiums, increases in the salaries, wages and fringe benefits 
of employees, increases in costs associated with advances in medical technology or with inflation and 
future legislation which would prevent or limit the ability of the Corporation to increase revenues from 
operating its Facility or providing services.  In addition, it is possible that the State of California will pass 
legislation requiring certain tax-exempt organizations, such as the Corporation, to pay certain fees for 
municipal services, which may in turn increase the Corporation’s operating costs.  At present, many 
charitable organizations similar to the Corporation are not required to pay fees for municipal services in 
respect of such real property unless the fees represent user fees of general application.  Furthermore, the 
Code places certain limitations on the ability to finance certain projects, invest bond proceeds and 
advance refund prior tax-exempt bond issues.  These limitations may increase the interest costs for future 
borrowings by the Corporation. 

Governmental Approvals.  The possible inability to obtain future governmental approvals to 
undertake projects necessary to remain competitive both as to rates and charges as well as quality and 
scope of care could adversely affect the operations of the Corporation. 

Natural Disasters.  The occurrence of natural disasters, including earthquakes, floods, hurricanes 
and tornadoes, may damage the Facility operated by the Corporation or interrupt utility service to the 
Facility, otherwise impair the operations of the Facility, or the generation of revenues from the Facility.  
The Corporation may not be able to obtain insurance against all such hazards at commercially reasonable 
rates.
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Adverse Relations.  Adverse community relations or publicity involving the Facility could affect 
the demand for the services provided by the Facility, or the generation of revenues from the Facility. 

Other Legislation.  Assisted living and certain retirement facilities, such as the Corporation’s 
Facility, are subject to a wide variety of federal, state and local environmental and occupational health 
and safety laws and regulations that address, among other things, operations of facilities and properties 
owned or operated by nursing facilities.  Among the types of regulatory requirements faced by assisted 
living facilities are:  air and water quality control requirements; waste management requirements; specific 
regulatory requirements applicable to asbestos; requirements related to polychlorinated biphenyls and 
radioactive substances; requirements for providing notice to employees and members of the public about 
hazardous materials handled by or located at the nursing facility or hospital; requirements for training 
employees in the proper handling and management of hazardous materials and wastes; and other 
requirements.  The Corporation may be subject to liability for investigating and remedying any hazardous 
substances that have come to be located on the property, including any such substances that may have 
migrated off of the property.  Typical operations of assisted living facilities include, to some extent, and 
in various combinations, the handling, use, storage, transportation, disposal and discharge of hazardous, 
infectious, toxic, radioactive, flammable and other hazardous materials, wastes, pollutants or 
contaminants.  For this reason, operations of assisted living facilities are susceptible to the practical, 
financial and legal risks associated with compliance with such laws and regulations.  Such risks may 
result in damage to individuals, property or the environment; may interrupt operations or increase their 
cost or both; may result in legal liability, damages, injunctions or fines; or may trigger investigations, 
administrative proceedings, penalties or other government agency actions.  There can be no assurance that 
the Corporation will not encounter such risks in the future, and such risks may result in material adverse 
consequences to the operations or financial condition of the Corporation. 

Other Factors.  The occurrence of any of the following events, or other unanticipated events, 
could affect adversely the operation of the Corporation: 

(a) shortages of personnel rendering services at assisted living facilities and nursing 
facilities;

(b) shortages in nursing staff; 

(c) reinstatement or establishment of mandatory wage or price controls; 

(d) increases in the cost or limitations on the availability of insurance; 

(e) expansion of programs paying or increasing payments for in-home care; 

(f) employee strikes, other adverse labor actions or disputes with members of the 
professional staff;

(g) a decline in the population, a change in the age composition of the population or a decline 
in the economic conditions of the market area; or 

(h) increases in the cost of public utilities, including electricity, natural gas, water and sewer 
services.

LITIGATION

The Authority 

To the best knowledge of the Authority, there is no claim or action of any nature now pending or 
threatened against the Authority which seeks to restrain or enjoin the sale, issuance, execution or delivery 
of the Bonds or which in any way contests or affects the validity of the Bonds or any proceedings of the 
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Authority taken with respect to the issuance or sale thereof, the pledge or application of any moneys or 
security provided for the payment of the Bonds, the use of the Bond proceeds or the existence or powers 
of the Authority relating to the issuance of the Bonds. 

The Corporation 

No litigation, proceedings or investigations are pending or, to the Corporation’s knowledge, 
threatened against the Corporation. 

VERIFICATION REPORT 

Upon delivery of the Bonds, Chris D. Berens, CPA, P.C., an independent public accountant firm, 
will deliver to the Corporation an attestation report indicating that it has examined, in accordance with 
standards established by the American Institute of Certified Public Accountants, the information and 
assertions provided by the Corporation.  Included in the scope of its examination will be a verification of 
the mathematical accuracy of (a) the mathematical computations of the maturing principal of and interest 
on the Refunded Bonds; (b) the sufficiency of amounts held by the Trustee to pay when due the principal 
of and interest on the Refunded Bonds; and (c) the mathematical computations supporting the conclusion 
of Bond Counsel that the Bonds are not “arbitrage bonds” under Section 148 of the Internal Revenue 
Code of 1986, as amended. 

TAX MATTERS 

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Authority (“Bond 
Counsel”), based upon an analysis of existing laws, regulations, rulings and court decisions, and 
assuming, among other matters, the accuracy of certain representations and compliance with certain 
covenants, interest on the Bonds is excluded from gross income for federal income tax purposes under 
Section 103 of the Code and is exempt from State of California personal income taxes.  Bond Counsel is 
of the further opinion that interest on the Bonds is not a specific preference item for purposes of the 
federal individual or corporate alternative minimum taxes, although Bond Counsel observes that such 
interest is included in adjusted current earnings when calculating federal corporate alternative minimum 
taxable income.  A complete copy of the proposed form of opinion of Bond Counsel is set forth in 
Appendix C hereto. 

The Code imposes various restrictions, conditions and requirements relating to the exclusion from 
gross income for federal income tax purposes of interest on obligations such as the Bonds.  The Authority 
and the Corporation have made certain representations and covenanted to comply with certain restrictions, 
conditions and requirements designed to ensure that interest on the Bonds will not be included in federal 
gross income.  Inaccuracy of these representations or failure to comply with these covenants may result in 
interest on the Bonds being included in gross income for federal income tax purposes, possibly from the 
date of original issuance of the Bonds.  The opinion of Bond Counsel assumes the accuracy of these 
representations and compliance with these covenants.  Bond Counsel has not undertaken to determine (or 
to inform any person) whether any actions taken (or not taken) or events occurring (or not occurring) or 
any other matters coming to Bond Counsel’s attention after the date of issuance of the Bonds may 
adversely affect the value of, or the tax status of interest on, the Bonds. 

In addition, Bond Counsel has relied on, among other things, the opinion of Holland & Knight 
LLP, counsel to the Corporation and ECA, regarding the current qualification of the Corporation and 
ECA as organizations described in Section 501(c)(3) of the Code and the intended operations of the 
facilities to be financed by the Bonds as substantially related to the Corporation’s and ECA’s charitable 
purposes under Section 513(a) of the Code.  Such opinion is subject to a number of qualifications and 
limitations.  Furthermore, Holland & Knight LLP cannot give and has not given any opinion or assurance 
about the future activities of the Corporation or ECA or about the effect of future changes in the Code, the 
applicable regulations, the interpretation thereof or changes in enforcement thereof by the Internal 
Revenue Service (the “IRS”).  Failure of the Corporation or ECA to be organized and operated in 
accordance with the IRS’s requirements for the maintenance of their status as organizations described in 
Section 501(c)(3) of the Code or to operate the facilities financed by the Bonds in a manner that is 
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substantially related to the Corporation’s or ECA’s charitable purpose under Section 513(a) of the Code 
may result in interest payable with respect to the Bonds being included in federal gross income, possibly 
from the date of the original issuance the Bonds. 

The interest rate mode and certain requirements and procedures contained or referred to in the 
Indenture, the Loan Agreement, the Tax Agreement and other relevant documents may be changed and 
certain actions (including, without limitation, defeasance of the Bonds) may be taken or omitted under the 
circumstances and subject to the terms and conditions set forth in such documents.  Bond Counsel 
expresses no opinion as to any Bond or the interest thereon if any such change occurs or action is taken or 
omitted upon the advice or approval of bond counsel other than Orrick, Herrington & Sutcliffe LLP. 

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross 
income for federal income tax purposes and is exempt from State of California personal income taxes, the 
ownership or disposition of, or the accrual or receipt of interest on, the Bonds may otherwise affect a 
beneficial owner’s federal, state or local tax liability.  The nature and extent of these other tax 
consequences will depend upon the particular tax status of the beneficial owner or the beneficial owner’s 
other items of income or deduction.  Bond Counsel expresses no opinion regarding any such other tax 
consequences.

Future legislation, if enacted into law, or clarification of the Code may cause interest on the 
Bonds to be subject, directly or indirectly, to federal income taxation, or otherwise prevent beneficial 
owners from realizing the full current benefit of the tax status of such interest.  The introduction or 
enactment of any such future legislation or clarification of the Code may also affect the market price for, 
or marketability of, the Bonds.  Prospective purchasers of the Bonds should consult their own tax advisers 
regarding any pending or proposed federal tax legislation, as to which Bond Counsel expresses no 
opinion. 

The opinion of Bond Counsel is based on current legal authority, covers certain matters not 
directly addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment 
of the Bonds for federal income tax purposes.  It is not binding on the IRS or the courts.  Furthermore, 
Bond Counsel cannot give and have not given any opinion or assurance about the future activities of the 
Authority or the Corporation or about the effect of future changes in the Code, the applicable regulations, 
the interpretation thereof or the enforcement thereof by the IRS.  The Authority and the Corporation have 
covenanted, however, to comply with the requirements of the Code. 

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the Bonds, and, 
unless separately engaged, Bond Counsel is not obligated to defend the Authority, the Corporation or the 
beneficial owners regarding the tax-exempt status of the Bonds in the event of an audit examination by 
the IRS.  Under current procedures, parties other than the Authority, the Corporation and their appointed 
counsel, including the beneficial owners, would have little, if any, right to participate in the audit 
examination process.  Moreover, because achieving judicial review in connection with an audit 
examination of tax-exempt bonds is difficult, obtaining an independent review of IRS positions with 
which the Authority or the Corporation legitimately disagree may not be practicable.  Any action of the 
IRS, including but not limited to selection of the Bonds for audit, or the course or result of such audit, or 
an audit of bonds presenting similar tax issues may affect the market price for, or the marketability of, the 
Bonds, and may cause the Authority, the Corporation or the beneficial owners to incur significant 
expense.

LEGAL MATTERS 

The validity of the Bonds and certain other legal matters are subject to the approving opinion of 
Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Authority.  A complete copy of the proposed 
form of Bond Counsel opinion is contained in Appendix C hereto.  Certain legal matters will be passed 
upon for the Authority by its special counsel, Nixon Peabody LLP, San Francisco, California; for the 
Bank by its counsel, Squire, Sanders & Dempsey L.L.P., Tysons Corner, Virginia; for the Confirming 
Bank by its Vice President and Senior Trade Counsel; for the Trustee by its counsel, Davis Wright 
Tremaine LLP, San Anselmo, California; for the Corporation by its counsel, Holland & Knight LLP, San 
Francisco, California; and for the Underwriter by its counsel, Jones Day, San Francisco, California.  
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Neither Bond Counsel nor counsel to the Authority undertakes any responsibility for the accuracy, 
completeness or fairness of this Official Statement. 

RATING 

It is anticipated that Standard & Poor’s Rating Services, a division of The McGraw-Hill 
Companies, Inc. (“S&P”), will assign its municipal bond rating of “AAA/A-1+” to the Bonds, contingent 
upon the issuance of the Letter of Credit and the Confirming Letter of Credit.  Any explanation of the 
significance of such rating may be obtained only from S&P.  Certain information and materials not 
included in this Official Statement were furnished to S&P concerning the Bonds.  Generally, rating 
agencies base their ratings on such information and materials and on investigations, studies and 
assumptions by the rating agencies.  There is no assurance that the rating mentioned above will remain for 
any given period of time or that such rating might not be lowered or withdrawn entirely by S&P if, in its 
judgment, circumstances so warrant.  The Underwriter has no responsibility to bring to the attention of the 
holders of the Bonds any proposed revision or withdrawal of the ratings on the Bonds.  Any such 
downward change in or withdrawal of such rating may have an adverse effect on the market price of the 
Bonds.

UNDERWRITING 

Pursuant to a purchase contract by and between the Authority, the Corporation and B.C. Ziegler 
and Company d/b/a Ziegler Capital Markets Group (the “Underwriter”), the Underwriter will purchase the 
Bonds at a purchase price of $33,556,050, which purchase price reflects $338,950 of underwriter’s 
discount.  The purchase contract will provide that the Underwriter will purchase all of the Bonds if any 
are purchased.  The Underwriter reserves the right to join with dealers and other underwriters in offering 
the Bonds to the public.  The purchase contract will provide for the Corporation to indemnify the 
Underwriter and the Authority against certain liabilities.  The obligation of the Underwriter to accept 
delivery of the Bonds will be subject to various conditions of the purchase contract. 

CONTINUING DISCLOSURE 

Offerings of most municipal securities are subject to Rule 15c2-12 ( “Rule 15c2-12”) adopted by 
the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended.  Under 
Rule 15c2-12, reports are filed by or on behalf of borrowers with each Nationally Recognized Municipal 
Securities Information Repository (collectively, the “NRMSIRs”), as designated from time to time by the 
Securities and Exchange Commission.   

As initially offered the Bonds are exempt from the continuing disclosure requirements of Rule 
15c2-12.  In connection with the issuance of other indebtedness, the Corporation is required to provide 
ongoing financial and operating information to the NRMSIRs in compliance with Rule 15c2-12.  The 
Corporation is in compliance with all such requirements for prior years; the audited financial statements 
for the fiscal years ended September 30, 2006 and 2005 are expected to be delivered to the NRMSIRs on 
or before December 6, 2006.  The content of the information provided by the Corporation to satisfy the 
requirements of Rule 15c2-12 is not incorporated by reference in this Official Statement and should not 
be considered part of this Official Statement. 

MISCELLANEOUS 

The references herein to the Indenture, the Loan Agreement, the First Deed of Trust, the Letter of 
Credit, the Confirming Letter of Credit and the Reimbursement Agreement are brief summaries of certain 
provisions thereof.  Such summaries do not purport to be complete, and for full and complete statements 
of the provisions thereof reference is made to the Indenture, the Loan Agreement, the First Deed of Trust, 
the Letter of Credit, the Confirming Letter of Credit and the Reimbursement Agreement.  Copies of such 
documents are on file at the office of the Authority and following the delivery of the Bonds will be on file 
at the office of the Trustee.  All estimates and other statements in this Official Statement involving 
matters of opinion, whether or not expressly so stated, are intended as such and not as representations of 
fact.
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It is anticipated that CUSIP identification numbers will be printed on the Bonds, but neither the 
failure to print such numbers on any Bond nor any error in the printing of such numbers shall constitute 
cause for a failure or refusal by the purchaser thereof to accept delivery of and pay for any Bonds. 

The attached Appendices are integral parts of this Official Statement and must be read together 
with all of the foregoing statements. 

The Corporation has reviewed the information contained herein that relates to it, its Property and 
operations, and has approved all such information for use within this Official Statement. 

This Official Statement is not to be construed as a contract or agreement between the Authority or 
the Corporation and the Holders of any of the Bonds. 

ABAG FINANCE AUTHORITY FOR 
NONPROFIT CORPORATIONS 

By:  /s/ Joseph K. Chan  
 Its Chief Financial Officer 

APPROVED: 

ELDER CARE ALLIANCE OF SAN FRANCISCO 

By:   /s/ Vickie L. Scharr  
 Its Chief Financial Officer 
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CORPORATE INFORMATION 

History and Affiliated Entities 

The Corporation.  Elder Care Alliance of San Francisco, a California nonprofit public benefit 
corporation (the “Corporation”), was formed in 1999 for the purpose of constructing, owning and 
operating a residential assisted living facility for older adults in San Francisco, California named Alma 
Via of San Francisco (the “Facility”).  The Facility was opened in November 2003 and has 135 assisted 
living beds.  The Facility was built on land (the “Land”) leased from The Roman Catholic Archbishop of 
San Francisco, a California corporation sole, pursuant to a ground lease with an initial term of 60 years.  
The Board of Directors of the Corporation intends that the Facility will be the only facility that the 
Corporation owns and operates.  The Corporation has no source of revenues other than those derived from 
the Facility.  The Corporation has received rulings from the Internal Revenue Service and the California 
Franchise Tax Board stating that the Corporation is exempt from federal and state income taxes under 
Section 501(c)(3) of the Internal Revenue Code and Section 23701d of the California Revenue and 
Taxation Code, respectively.   

Affiliated Entities.  Elder Care Alliance (“ECA”), headquartered in Oakland, California, is the 
sole corporate member of the Corporation.  ECA was formed in 1996 as a California nonprofit public 
benefit corporation to provide leadership, management and development services related to existing and 
new long-term care facilities for the elderly.  ECA is exempt from federal and state income taxes under 
Section 501(c)(3) of the Internal Revenue Code and Section 23701d of the California Revenue and 
Taxation Code, respectively.  The Corporation has contracted with ECA for development and for 
management services to the Facility.  ECA currently serves as the sole corporate member of five other 
nonprofit corporations in addition to the Corporation.  The chart on the following page depicts the 
relationship among ECA, the Corporation and other affiliated entities (collectively, the “ECA Affiliates”). 
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ELDER CARE ALLIANCE 
Corporate Governance Structure 

Sisters of Mercy of the Americas
Regional Community of

Burlingame

("Sisters of Mercy")

Sierra Pacific Synod of the
Evangelical Lutheran
Church in America

("Sierra Pacific Synod")

Elder Care Allliance

("ECA")

Mercy
Retirement
and Care
Center(1)

Elder Care
Alliance of

Camarillo(2)

Elder Care
Alliance of

San
Francisco(2)

Elder Care
Alliance
of Union

City(2)

Elder Care
Alliance
of San

Rafael(2)

The Salem
Lutheran

Home
Association
of the Bay

Cities,
Inc.(1)

(1) Board comprised of Sisters of Mercy and Sierra Pacific Synod appointees to the ECA Board.
(2) Board appointed by ECA.
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ECA and the ECA Affiliates 

ECA is a nonprofit ecumenical company that provides a system of faith-centered services for 
older adults regardless of cultural background, religion or economic means.  ECA is cosponsored by the 
Sisters of Mercy of the Americas, Regional Community of Burlingame (the “Sisters of Mercy”) and the 
Sierra Pacific Synod of the Evangelical Lutheran Church in America (the “Sierra Pacific Synod”).   

In May 1997, Catholic Healthcare West, a California nonprofit public benefit corporation 
(“CHW”), transferred its sole corporate membership in Mercy Retirement and Care Center (the “Mercy 
Corporation”) to ECA and the Sierra Pacific Synod transferred its sole corporate membership in The 
Salem Lutheran Home Association of the Bay Cities, Inc. (the “Salem Corporation”) to ECA.  The Mercy 
Corporation and the Salem Corporation are both California nonprofit public benefit corporations and are 
exempt from federal and state income taxes.  The Mercy Corporation and the Salem Corporation each 
own a multi-level retirement community (respectively, “Mercy” and “Salem”), which are located within 
two miles of each other in Oakland, California.  Control of Mercy and Salem was transferred to ECA as 
part of a business plan to achieve efficiencies in operating the two facilities and to provide the foundation 
for the growth of a network of nonprofit senior long-term care programs.  The Mercy Corporation and the 
Salem Corporation retain their individual assets and liabilities and operate under a common management 
team provided by ECA.  The Mercy Corporation, the Salem Corporation and ECA have the same 
corporate officers.  The Boards of Directors of the Mercy Corporation and the Salem Corporation are 
comprised entirely of the appointees of the Sisters of Mercy and the Sierra Pacific Synod to the Board of 
ECA.

Mercy accommodates 111 frail residents in its assisted living and dementia special care programs 
and 59 residents in its skilled nursing program.  Founded in 1872 in San Francisco by the Sisters of 
Mercy, Mercy was relocated to Oakland shortly after the 1906 San Francisco earthquake and fire. 

Salem is a continuing care retirement community that accommodates 136 residents in its 
apartment living, assisted living and dementia special care programs and 48 residents in its skilled nursing 
facility.  Salem is also located in Oakland and has been providing multiple levels of care to seniors for 
over 80 years. 

ECA is the sole corporate member and appoints the Board of Directors of Elder Care Alliance of 
Camarillo, a California nonprofit public benefit corporation (“ECAC”) formed in 1999.  Under an 
agreement with ECA for development and management services, ECAC built AlmaVia of Camarillo, an 
82-bed assisted living and dementia care facility located in Camarillo, California, adjacent to St. John’s 
Pleasant Valley Hospital.  Construction of the project was completed in November 2001. 

ECA is the sole corporate member and appoints the Board of Directors of Elder Care Alliance of 
San Rafael, a California nonprofit public benefit corporation (“ECASR”) formed in May 2003.  Under an 
agreement with ECA for development and management services, in May 2006 ECASR completed 
construction of AlmaVia of San Rafael, a 142 unit assisted living and dementia care facility located in 
San Rafael, California.  The project opened in May 2006. 

ECA is the sole corporate member and appoints the Board of Directors of Elder Care Alliance of 
Union City, a California nonprofit public benefit corporation (‘ECAUC”).  ECAUC was formed in 2000 
for the purpose of constructing, owning and operating AlmaVia of Union City, a 79-unit, 95-bed 
residential assisted living and dementia care facility for older adults in Union City, California on land 
acquired from the Community Redevelopment Agency of the City of Union City.  Construction of 
AlmaVia of Union City was completed in October 2005. 
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Governance of the Corporation 

Board of Directors.  The Bylaws of the Corporation provide that it shall be governed by a Board 
of Directors (the “Board”) consisting of not less than three directors and not more than seven directors, 
including the President/CEO of ECA who serves on the Board as an ex officio director.  All of the 
directors are appointed by the board of directors of ECA except for the ex officio director and the initial 
directors appointed by the incorporator.  The Board is vested with the responsibility for the control and 
management of the property, affairs and funds of the Corporation.  The current members of the Board of 
the Corporation are as follows: 

Name Occupation Residence
Years of 

Association*
Term 

Expires
Alfred C. Dossa, 
Chairperson

Attorney Foster City, CA 5 11/30/08 

     
Scott M. Taylor CPA, Audit Partner Palo Alto, CA 4 11/30/08 
     
Janeane Randolph President/CEO of ECA 

and its affiliated entities, 
including the Corporation 

 12 Ex officio 

_________________________ 
*Indicates number of years of service on the board of ECA or any of the ECA affiliates. 

The directors serve without compensation for their services as directors, but receive 
reimbursement for out-of-pocket expenses incurred in connection with their duties. 

Conflicts of Interest.  Neither ECA nor the Corporation is aware of any conflicts among its 
board members with respect to the operation of the Facility.  The board of directors of ECA adopted a 
conflict of interest policy in July 1997 which is currently in effect.  The policy requires the members of 
the board of directors and board committees and the officers of ECA and the ECA Affiliates (collectively, 
the “Covered Individuals”) to observe a high standard of ethical business conduct in the performance of 
their duties, to disclose actual and potential conflicts of interest as defined in the policy, to refrain from 
participation in decisions in which a conflict of interest is determined to exist and to refrain from certain 
prohibited activities.  All Covered Individuals are required to file initial and annual conflicts of interest 
disclosure statements with an attorney designated by the President/CEO of ECA and to report the 
occurrence of any event requiring disclosure under the policy, that had not been previously disclosed.  
The policy prohibits ECA and its affiliates from making any loan of money or property to, or 
guaranteeing the obligation of, any director or officer.  The policy also prohibits Covered Individuals 
from seeking or accepting gifts, favors, travel or entertainment (other than non-monetary gifts with a 
value of not more than $200 on an annual aggregate basis, ordinary business meals and modest business 
entertainment) from entities that transact business with ECA or any of its affiliates or from using for 
personal benefit confidential information concerning the business, staff or residents or ECA or its 
affiliates.

Management of the Corporation 

The President/CEO of the Corporation has the authority and responsibility to operate the business 
of the Corporation in all of its day-to-day activities, subject to such policies as may be adopted and such 
direction as may be issued by the Board.  Key management positions and summary biographical 
information for the officers of the Corporation are set forth below. 
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Janeane M. Randolph is President/Chief Executive Officer of ECA, the Corporation and the 
other ECA Affiliates.  She has over 25 years experience in developing and managing community and 
facility based care for older adults.  Ms. Randolph provided leadership in the affiliation between Salem 
and Mercy and the formation, together with CHW, of ECA.  Prior to the formation of ECA, Ms. 
Randolph served as the President and CEO of Salem.  Ms. Randolph has served as the Executive Director 
and Administrator of Senior Services at California Pacific Medical Center in San Francisco where she 
developed an extensive array of programs for elders and the chronically ill.  She has also developed senior 
service programs at St. Mary’s Medical Center and Catholic Charities, both located in San Francisco.  Ms. 
Randolph has been involved with the development, expansion and management of two San Francisco 
adult day health programs and a citywide care management program for San Francisco’s frail elders.  Ms. 
Randolph was a founder and board member of San Francisco’s Elder Abuse Prevention Consortium and 
the San Francisco Adult Day Health Network.  Ms. Randolph is active in numerous professional and 
community service associations and is a frequent lecturer in her field.  She holds a California Residential 
Care Facility for the Elderly Administrator license and a Masters of Social Welfare from the University of 
California at Berkeley, where she was awarded a fellowship from the United States Administration on 
Aging.

Vickie L. Scharr is the Vice President, Finance/Chief Financial Officer of ECA and is Chief 
Financial Officer of the Corporation and the other ECA Affiliates.  Ms. Scharr has 20 years of experience 
in healthcare financial services.  Prior to joining ECA in November 2002, she performed in key financial 
functions at Tenet Healthcare and at several major San Francisco Bay Area medical centers, including 
Summit Medical Center in Oakland and Mt. Diablo Medical Center in Concord.  She has extensive 
experience in financial planning and management.  Ms. Scharr is a Certified Public Accountant and holds 
a Bachelor of Science in Business Administration with an emphasis in accounting from California State 
University Hayward and a Masters of Business Administration from St. Mary’s College in Moraga, 
California.  She was also an adjunct professor for the University of San Francisco in the Masters of Public 
Administration/Health Services Administration program. 

Diana Chambers is Executive Director of AlmaVia of San Francisco.  Prior to assuming this 
position, Ms. Chambers was the Executive Director of AlmaVia of Camarillo, where she had held the 
position of Director of Community Relations before becoming the Executive Director.  Ms. Chambers has 
extensive experience in management and marketing and sales and is active in several organizations 
related to care of the elderly, including the Alzheimer’s Association, where she participates as a member 
of the Education Committee.  She holds a California Residential Care for the Elderly Administrator 
license and a Bachelor of Arts in History from the University of Oregon in Eugene, Oregon.  

Management of ECA 

Ms. Randolph and Ms. Scharr are full-time employees and officers of ECA as well as officers 
of the Corporation.  Key management positions and summary biographical information for other full-time 
employees of ECA who provide management services to the Corporation are listed below. 

Susan Edwards is the Vice President of Operations and Marketing of ECA and has over 25 years 
experience in assisted living, residential and long-term care services.  Prior to joining ECA, she worked 
for Transamerica Senior Living and Kisco Senior Living, where she oversaw the start-up of two 
successful programs in San Rafael and San Francisco.  She has extensive experience in creating programs 
that support wellness and healthy aging.  Ms. Edwards holds a Bachelor of Arts degree in History and is a 
licensed California Nursing Home Administrator. 

Pat Copass is the Director of Marketing and has over 20 years experience working in senior 
housing and senior services.  She has been instrumental in developing community outreach and 



A-6

educational programs throughout California and is a frequent speaker at industry conferences.  Prior to 
joining Elder Care Alliance, she was the regional marketing director for Transamerica Senior Living and 
operated her own marketing consulting firm. 

Ted Goad is Vice President of Human Resources of ECA.  Mr. Goad has over 25 years’ 
healthcare human resources experience.  For 19 years prior to joining ECA in July 1997, Mr. Goad was 
Director of Human Resources for Kaiser Permanente Medical Center in Oakland.  Prior to Kaiser 
Permanente, he was the Personnel Officer at Highland General Hospital in Oakland and prior to this, the 
Regional Personnel Supervisor for Kaiser Permanente Northern California Regional Offices.  Mr. Goad 
has been active in human resources professional organizations and has served as the State President for 
the Healthcare Human Resources Management Association of California.  In addition, he is a member of 
the American Society for Healthcare Human Resources Administration and the Society for Human 
Resource Management.  Mr. Goad holds a Bachelor of Science in Industrial Relations and Personnel 
Management from San Jose State University and a Masters of Science in Human Relations from Golden 
Gate University. 

Carl Arnoult is Vice President of Information Technology Services of ECA.  Mr. Arnoult has 
over 30 years’ experience in the field of technology management, including 15 years with American 
Telephone and Telegraph Corp.  Prior to joining ECA in July 1999, Mr. Arnoult worked extensively with 
healthcare organizations in the Greater Bay Area as an independent consultant.  These included Packard 
Children’s Hospital at Stanford Children’s Hospital Oakland, Highland Hospital, and Mt. Diablo Medical 
Center where he served as interim Chief Information Officer managing the Medical Center’s merger with 
John Muir Medical Center to create of the John Muir/Mt. Diablo Health System. 

THE FACILITY 

General

The Facility is located on 1.9 acres of land leased from The Roman Catholic Archbishop of San 
Francisco at 1 Thomas More Way, San Francisco, California. 

The Facility consists of a two and three-level wood-framed structure of approximately 100,000 
square feet with multiple exterior gardens.  Residents have a choice of studio apartments, one bedroom 
apartments and one bedroom with den apartments.  Amenities include fully accessible bathrooms and 
kitchenettes, leaning rails in all hallways, numerous rest areas between the apartment areas and the dining 
rooms, quiet spaces for visiting, easily accessible garden areas and walking paths.  The building also 
includes staff offices and community spaces that are used for health and wellness programs and to 
encourage socializing among residents of the Facility. 

The Facility includes 46 studios and 48 one-bedroom units in assisted living and 41 units/beds in 
the Dementia Special Care Programs (BridgeHaven and the Gardens). 

The Facility is designed for the care of ambulatory and non-ambulatory older adults, except for 
the third floor apartments which are for ambulatory residents only.  The Facility contains interior and 
landscaped exterior common areas for programs and social gatherings.  The Facility includes kitchens, 
common and private dining rooms, an exercise room, a large multipurpose room, a crafts room, a library, 
common areas and administrative offices.  The site is landscaped and includes a small garage and surface 
parking for staff and visitors.  Employees are on duty 24 hours a day, seven days a week, every day of the 
year to provide supervision and assistance with personal care.  In addition, staff will respond to 
emergencies and coordinate medical care with appropriate professionals. 
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The Facility provides multiple levels of assisted living services and care to seniors.  Resident care 
plans are customized for each resident.  Services include medication management, assistance with 
activities of daily living such as bathing, dressing and grooming, escorts to dining and social programs, 
dining services, housekeeping and maintenance, scheduled transportation, monitoring of health care needs 
and coordination with physicians, skilled professionals and community-based programs.  Residents are 
able to retain their own physicians and other healthcare providers.  Additional programs and amenities 
include walking clubs, individual and group computer classes and committee involvement.  Residents are 
encouraged to participate in the development of community programs and lifestyle at the Facility through 
the resident council, volunteer programs and other program committees.  A designated staff person or 
volunteer acts as an advocate for those residents who are unable to participate because of cognitive 
impairments.  Scheduled transportation also allows residents to stay connected with the community. 

The BridgeHaven and Garden programs provide support, including additional activities, 
supervision, and family and caregiver support groups, for residents of the Facility who have mild to 
moderate cognitive impairment and memory loss.  Consistent with ECA’s philosophy of designing 
programs that permit residents to age in place, the Facility incorporates safety and security features, 
including a delayed egress system, emergency call systems, secure gardens and tamper-proof switches, 
that permit dementia special care programs to be offered to meet the needs of residents with Alzheimer’s 
Disease or other forms of dementia. 

Services

Residents pay a monthly rental fee for residency at the Facility.  The monthly fee for each unit 
includes a full menu of services, including all utilities (except telephone and cable), emergency response 
services, three meals per day, exercise/wellness program, weekly housekeeping, personal laundry services, 
social activities and scheduled transportation.  Residents may also obtain additional personal care, 
medication and continence management, housekeeping and laundry services, expanded transportation 
services and guest meals on a fee-for-service basis. 

The Corporation offers residents assistance with activities of daily living (“ADLs”).  These ADLs 
consist of activities such as eating, dressing, bathing, transferring, toileting and taking medication.  The 
care provided to the residents is categorized and priced into four levels based upon the residents’ 
individual needs in terms of the number of ADLs and the intensity of help required.  Upon admission, 
each resident receives an initial assessment to determine his or her appropriate level of care.  The 
assessment process has three phases.  In the first phase, a resident’s health history and a physician’s report 
completed by the resident’s primary physician are collected and reviewed.  In the second phase, a pre-
placement appraisal is completed with the resident and his or her primary caregiver, if appropriate.  The 
pre-placement appraisal entails collecting data on the resident’s health history, social and recreational 
history and current requests for medical services and advance directives.  In the third phase, a trained staff 
person, most often a nurse or social worker conducts a functional assessment to measure the physical and 
cognitive acuity levels of the resident.  The functional assessment is used to determine the amount of 
assistance the resident will need to successfully live in the Facility.  Reassessments are expected to be 
conducted at least annually or upon a change in condition to determine whether any change in the service 
level is appropriate.  Service level and monthly fee adjustments are made as each resident’s care 
requirements change and to reflect changes in costs and market demand.   

Licenses

The Facility is licensed by the State of California, Department of Social Services Community 
Care Licensing.   Dementia special care and the coordination of hospice care are included as part of the 
plan of operations approved by the licensing entity and provided by the Facility. 
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Management Company 

ECA provides certain management and support services for the Facility pursuant to a consulting, 
marketing and management agreement. 

Employees

None of the Corporation’s employees are represented by unions and management is unaware of 
any union activity at the Facility or at the facilities of the other ECA Affiliates.  The Corporation believes 
that its relationship with its employees is excellent.  
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APPENDIX B

SUMMARY OF PRINCIPAL DOCUMENTS

Certain provisions of the Indenture and the Loan Agreement not previously discussed in 
this Official Statement are summarized below.  These summaries do not purport to be complete or 
definitive and are qualified in their entirety by reference to the full terms of each document.

DEFINITIONS

The following are definitions of certain terms used in the Indenture and the Loan 
Agreement.  Reference is hereby made to the entire documents for the definitions of all terms used in 
such documents.  The following definitions are equally applicable to both the singular and plural forms 
of any of the terms defined herein:

“Additional Payments” means the payments required to be made by the Corporation 
pursuant to the Loan Agreement.

“Alternate Letter of Credit” means an alternate irrevocable letter of credit, including, if 
applicable, a confirming letter of credit, or similar credit facility issued by a commercial bank, savings 
institution or other financial institution, the terms of which shall in all material respects be the same as 
those of the initial Letter of Credit, delivered to the Trustee pursuant to the Loan Agreement.

“Authority” means the ABAG Finance Authority for Nonprofit Corporations, or its 
successors and assigns.

“Authorized Representative” means with respect to the Corporation, the person or persons 
at the time designated to act on behalf of the Corporation by a written certificate signed by the Corporation, 
furnished to the Trustee, the Bank and the Authority, containing the specimen signature of each such 
person and with respect to the Bank, the person or persons at the time designated to act on behalf of the 
Bank by a written certificate signed by the Bank, furnished to the Trustee, the Corporation and the 
Authority, containing the specimen signature of each such person.

“Available Moneys” means (1) moneys derived from drawings under a Letter of Credit or 
a Confirming Letter of Credit, that are not commingled with any other moneys, (2) moneys held by the 
Trustee (other than in the account created for the payment of the purchase price of Bonds deemed tendered, 
but not presented for purchase to the Tender Agent in accordance with the Indenture) and subject to a first-
priority perfected lien under the Indenture for a period of at least one hundred twenty-three (123) days and 
not commingled with any moneys so held for less than said period and during and prior to which period no 
petition in bankruptcy was filed by or against, and no receivership, insolvency, assignment for the benefit 
of creditors or other similar proceeding has been commenced by or against the Corporation, the Authority 
or any Guarantor; provided however, if a Guarantor exists, such period shall be at least three hundred 
seventy (370) days, (3) investment income derived from the investment of moneys described in clause (2) so 
long as (A) investments of such moneys are in Investment Securities rated (i) at least as high as the rating 
on the Bonds; or (ii) if applicable, in the highest short-term rating category; (B) such Investment Securities 
mature no later than the earliest of (i) 30 days or (ii) as needed to make applicable payments and (C) with 
respect to such investment earnings there has been delivered to the Trustee an opinion of nationally 
recognized bankruptcy counsel to the effect that the payment of such moneys to the holders of the Bonds 
would not constitute transfers avoidable under 11 U.S.C. Section 547(b) and recoverable from the holders 
of the Bonds under 11 U.S.C. Section 550(a) should the Authority, the Corporation or the Guarantor be the 
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debtor in a case under the United States Bankruptcy Code, or (4) money with respect to which the opinion 
described in (3)(C) of this definition is delivered to the Trustee.

“Bank” means Sovereign Bank, as the issuer of the Letter of Credit, and the issuer of any 
Alternate Letter of Credit; provided, however, that if the Bank or any issuer of an Alternate Letter of Credit 
has failed to honor a proper drawing on its respective Letter of Credit (which drawing strictly complies 
with, and conforms to, the terms and conditions of such Letter of Credit) and a Confirming Letter of Credit 
has been issued in connection with such Letter of Credit, “Bank” shall mean the Confirming Bank only 
during such time as there is an unreimbursed draw under the Confirming Letter of Credit.

“Bank Bonds” means Bonds purchased with moneys obtained by a drawing on the Letter 
of Credit or the Confirming Letter of Credit.

“Bond Counsel” means any attorney at law or firm of attorneys of nationally recognized 
standing in matters pertaining to the federal tax exemption of interest on bonds issued by states and 
political subdivisions, and duly admitted to practice law before the highest court of any state of the United 
States of America but shall not include counsel for the Corporation.

“Bonds,” or “Bond,” means the revenue bonds of the Authority authorized by and at any 
time Outstanding pursuant to the Indenture and executed, issued and delivered in accordance with the 
Indenture.

“Book-Entry Bonds” means the Bonds registered in the name of the nominee of DTC, or 
any successor securities depository for such Bonds, as the registered owner thereof pursuant to the terms 
and provisions of the Indenture.

“Business Day” means a day other than a Saturday, Sunday or a legal holiday in the State 
of New York or any other day on which banking institutions chartered under the laws of the State of New 
York or the United States of America are authorized or required by law to close or a day on which the 
office of the Bank at which drafts are to be presented under the Letter of Credit, if applicable, or the 
Corporate Trust Office of the Trustee is authorized to be closed, or the Federal Reserve System is closed. 

“Certificate,” Statement,” Request,” Requisition” or “Order” of the Authority, the 
Corporation or the Bank mean respectively, a written certificate, statement, request, requisition or order 
signed in the name of the Authority by any Member of the Commission of the Authority, or such other 
person as may be designated and authorized to sign for the Authority, in the name of the Corporation by an 
Authorized Representative of the Corporation or in the name of the Bank by an Authorized Representative 
of the Bank.  Any such instrument and supporting opinions or representation, if any, may, but need not, be 
combined in a single instrument with any other instrument, opinion or representation, and the two or more 
so combined shall be read and construed as a single instrument.  If and to the extent required by the 
Indenture, each such instrument shall include the statements provided for in the Indenture.

“Code” means the Internal Revenue Code of 1986, as amended, or any successor statute 
thereto, and any regulations promulgated thereunder.

“Confirming Bank” means Citibank, N.A., or any commercial bank or other financial 
institution issuing the Confirming Letter of Credit in substitution for the initial Confirming Bank.
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“Confirming Letter of Credit” means the Irrevocable Confirmation dated the Date of 
Delivery or any other confirming letter of credit issued by the Confirming Bank confirming the payments 
required to be made by the Bank under the Letter of Credit, naming the Trustee as beneficiary.

“Confirming Letter of Credit Account” means the account by that name established 
pursuant to the Indenture.

“Corporate Trust Office” means the office of the Trustee at 550 Kearny Street, Suite 600 
San Francisco, California 94108, Attention: Corporate Trust Department, or such other or additional 
offices as may be specified to the Authority by the Trustee, except that with respect to presentation of 
Bonds for payment or for registration of transfer and exchange, such term means the office or agency of the 
Trustee at which, at any particular time, its corporate trust agency business shall be conducted.

“Corporation” means Elder Care Alliance of San Francisco, a nonprofit public benefit 
corporation duly organized and existing under the laws of the State, or any entity which is the surviving, 
resulting or transferee entity in any merger, consolidation or transfer of assets.

“Costs of Issuance” means all items of expense directly or indirectly payable by or 
reimbursable to the Authority or the Corporation and related to the authorization, issuance, sale and 
delivery of the Bonds, including but not limited to costs of preparation and reproduction of documents, 
printing expenses, filing and recording fees, initial fees and charges of the Trustee, the Authority’s initial 
bond administration fee, legal fees and charges, fees and disbursements of consultants and professionals, 
rating agency fees, initial Letter of Credit fees, initial Confirming Letter of Credit fees, fees and charges for 
preparation, execution and safekeeping of the Bonds and any other cost, charge or fee in connection with 
the original issuance of the Bonds.

“Costs of Issuance Fund” means the fund by that name established pursuant to the 
Indenture.

“Date of Delivery” means the date of initial issuance and delivery of the Bonds.

“Deed of Trust” means that certain Leasehold Deed of Trust, Assignment of Leases and 
Rents, Security Agreement and Fixture Filing, dated as of the date of the Indenture, executed by the 
Corporation, as trustor, in favor of Old Republic Title Insurance Company, as trustee, creating a lien on 
the leasehold estate of the Corporation in the Facilities for the benefit of the Bank and for the benefit of the 
Trustee (as assignee of the Authority).

“Direct Participants” means those broker-dealers, banks and other financial institutions 
from time to time for which DTC holds the Bonds as securities depository.

“DTC” means The Depository Trust Company, New York, New York, a limited purpose 
trust company organized under the New York Banking Law, or any successor securities depository for the 
Bonds.

“Event of Default” means any of the events specified as such in the Indenture.

“Facilities” means (i) the real property described in Exhibit A to the Deed of Trust; (ii) all 
buildings and structures thereon and fixtures and improvements thereto, whether now existing or hereafter 
constructed, installed or acquired; and (iii) all tangible personal property owned by the Corporation and 
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used in, around or about the aforesaid real property, whether now existing or hereafter constructed, 
installed or acquired, including, but not limited to, the personal property described in the Deed of Trust. 

“Favorable Opinion of Bond Counsel” means an opinion of Bond Counsel, addressed to 
the Authority, the Bank and the Trustee to the effect that the action proposed to be taken is authorized or 
permitted by the Indenture and will not result in the inclusion of interest on the Bonds in gross income for 
federal income tax purposes.

“Fixed Interest Rate” means the non-variable interest rate on the Bonds established in 
accordance with the Indenture.

“Fixed Interest Rate Period” means the period from the date of conversion to the Fixed 
Interest Rate until the maturity of the Bonds.

“Government Obligations” means direct obligations of the United States of America or 
obligations the full and timely payment of the principal of and interest on which is unconditionally 
guaranteed by the United States of America.

“Gross Revenue Fund” means the fund by that name established pursuant to the Loan 
Agreement.

“Gross Revenues” means all accounts, payment intangibles, instruments, notes, receipts, 
revenues, rentals, income, insurance proceeds condemnation awards and other moneys received by or on 
behalf of the Corporation, including revenues derived from (a) the ownership, operation or leasing of any 
portion of its property (including, without limitation, monthly service fees payable by or on behalf of 
residents of the Facilities) and (b) gifts, grants, bequests, donations and contributions heretofore or 
hereafter made that are legally available to meet any of the obligations of the Corporation incurred in the 
financing, operation, maintenance or repair of any property of the Corporation; and all rights to receive the 
same, whether in the form of accounts, deposit accounts, securities, securities accounts, security 
entitlements, financial assets and other property to the extent representing deposits of or purchased with the 
foregoing or proceeds thereof, and all the proceeds of the foregoing, whether now existing or hereafter 
coming into existence or whether now owned or held or hereafter acquired; provided that there will be 
excluded from Gross Revenues (i) rights to receive Medicaid, Medicare and other governmental payments 
the assignability of which is prohibited by law, (ii) any moneys received by the Corporation from
prospective residents or commercial tenants to pay for customized improvements to those independent 
living units or other areas of the Facilities to be occupied or leased to such residents or tenants, and (iii) all 
endowment or other funds that by law, by the terms of any gift or otherwise are restricted in use in a 
manner inconsistent with their use to pay debt service.

“Guarantor” means any Person that has guaranteed the obligations of the Corporation 
under the Reimbursement Agreement or the Loan Agreement.

“Holder” or “Bondholder” or “Owner,” whenever used with respect to a Bond, means the 
person in whose name such Bond is registered or while the Letter of Credit is in effect and the Bank is not 
in default thereunder the Bank.

“Interest Payment Date” means (i) the first Business Day of each month commencing 
January 2, 2007 during a Weekly Interest Rate Period or (ii) each May 1 and November 1 during the Fixed 
Interest Rate Period. 
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“Investment Securities” means any of the following:

(a) Government Obligations;

(b) debt obligations which are (i) issued by any state or political subdivision 
thereof or any agency or instrumentality of such state or political subdivision, and (ii) at the time of 
purchase, rated “AAA” by S&P and rated “Aaa” by Moody’s;

(c) any bond, debenture, note, participation certificate or other similar 
obligation which is either (i) issued or guaranteed by the Federal National Mortgage Association, the 
Federal Home Loan Bank System, the Federal Home Loan Mortgage Corporation, the Federal Farm Credit 
Bank or the Student Loan Marketing Association, or (ii) backed by the full faith and credit of the United 
States of America;

(d) U.S. denominated deposit account, certificates of deposit and banker’s 
acceptances with domestic commercial banks, which have a rating on their short-term certificates of deposit 
on the date of purchase of “A-1” by S&P or “P-1” by Moody’s, without regard to gradation, and which 
matures not more than 360 days after the date of purchase;

(e) commercial paper which is rated at the time of purchase within the 
classification or higher, “A-1” by S&P or “P-1” by Moody’s, without regard to gradation, and which 
matures not more than 270 days after the date of purchase;

(f) bonds, notes, debentures or other evidences of indebtedness issued or 
guaranteed by a corporation which are, at the time of purchase, rated by S&P, Moody’s or Fitch in any of 
the three highest rating categories (without regard to any refinement or gradation of rating category by 
numerical modifier or otherwise);

(g) investment agreements with banks that at the time such agreement is 
executed are rated by S&P or Moody’s in one of the two highest rating categories assigned by S&P or 
Moody’s (without regard to any refinement or gradation of rating category by numerical modifier or 
otherwise) or investment agreements with non-bank financial institutions which, (1) all of the unsecured, 
direct long-term debt of either the non-banking financial institution or the related guarantor of such non-
bank financial institution is rated by S&P or Moody’s at the time such agreement is executed in one of the 
two highest rating categories (without regard to any refinement or gradation of rating category by 
numerical modifier or otherwise) for obligations of that nature; or (2) if such non-bank financial institutions 
have no outstanding long-term debt that is rated, all of the short-term debt of either the non-banking 
financial institution or the related guarantor of such non-bank financial institution is rated by Standard and 
Poor’s or Moody’s in the highest rating category (without regard to any refinement or gradation of the 
rating category by numerical modifier or otherwise) assigned to short term indebtedness by S&P or 
Moody’s; provided that if at any time after purchase the provider of the investment agreement drops below 
the two highest rating categories assigned by S&P or Moody’s, the investment agreement must, within 30 
days, either (1) be assigned to a provider rated in one of the two highest rating categories or (2) be secured 
by the provider with collateral securities the fair market value of which, in relation to the amount of the 
investment agreement including principal and interest, is equal to at least 102%; investment agreements 
with banks or non-bank financial institutions shall not be permitted if no rating is available with respect to 
debt of the investment agreement provider or the related guarantor of such provider;
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(h) repurchase agreements with respect to and secured by Government 
Obligations or by obligations described in clause (b) and (c) above, which agreements may be entered into 
with a bank (including without limitation the Trustee), a trust company, financial services firm or a broker 
dealer which is a member of the Securities Investors Protection Corporation, provided that (i) the Trustee 
or a custodial agent of the Trustee has possession of the collateral and that the collateral is, to the 
knowledge of the Trustee, free and clear of third-party claims, (ii) a master repurchase agreement or 
specific written repurchase agreement governs the transaction, (iii) the collateral securities are valued no 
less frequently than monthly, and (iv) the fair market value of the collateral securities in relation to the 
amount of the repurchase obligation, including principal and interest, is equal to at least 103%, and (v) 
such obligations must be held in the custody of the Trustee’s agent; and

(i) shares of a fixed income mutual fund, Exchange Traded Fund or other 
collective investment fund registered under the federal Investment Company Act of 1940, whose shares are 
registered under the Securities Act of 1933, and whose investments consist solely of Permitted Investments 
as defined in paragraphs (a) through (h) above, including money market mutual funds from which the 
Trustee or its affiliates derive a fee for investment advisory or other services to the fund. “Letter of Credit” 
means, as applicable, (i) the Letter of Credit issued by the Bank, naming the Trustee as beneficiary and 
delivered on the date of issuance and delivery of the Bonds, pursuant to the Reimbursement Agreement and 
(ii) in the event of delivery of an Alternate Letter of Credit, such Alternate Letter of Credit.

“Letter of Credit” means, as applicable, (i) the Letter of Credit issued by the Bank, naming 
the Trustee as beneficiary and delivered on the Date of Delivery, pursuant to the Reimbursement 
Agreement, (ii) in the event of delivery of an Alternate Letter of Credit, such Alternate Letter of Credit, and 
(iii) any Confirming Letter of Credit.

“Letter of Credit Account” means the account by that name in the Revenue Fund 
established pursuant to the Indenture.

“Loan Default Event” means any one or more of the events specified as such in the Loan 
Agreement.

“Loan Repayments” means the payments so designated and required to be made by the 
Corporation pursuant to the Loan Agreement.

“Moody’s” means Moody’s Investors Service, a corporation organized and existing under 
the laws of the State of Delaware, its successors and their assigns, or, if such corporation shall be dissolved 
or liquidated or shall no longer perform the functions of a securities rating agency, any other nationally 
recognized securities rating agency designated by the Authority, with the approval of the Corporation by 
notice to the Bank, the Confirming Bank, the Trustee, the Remarketing Agent and the Tender Agent.

“Opinion of Counsel” means a written opinion of counsel (who may be counsel for the 
Authority) selected by the Authority.  If and to the extent required by the Indenture, each Opinion of 
Counsel shall include the statements provided for in the Indenture.

“Outstanding,” when used as of any particular time with reference to Bonds, means 
(subject to the provisions of the Indenture) all Bonds theretofore, or thereupon being, authenticated and 
delivered by the Trustee under the Indenture except (1) Bonds theretofore canceled by the Trustee or 
surrendered to the Trustee for cancellation; (2) Bonds with respect to which liability of the Authority shall 
have been discharged in accordance with the Indenture, including Bonds (or portions of Bonds) referred to 
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therein; and (3) Bonds for the transfer or exchange of or in lieu of or in substitution for which other Bonds 
shall have been authenticated and delivered by the Trustee pursuant to the Indenture.

“Parity Debt” means any indebtedness incurred with the written consent of the Bank.

“Paying Agent” means the Paying Agent described in the Indenture.

“Permitted Encumbrances” has the meaning set forth in the Reimbursement Agreement.

“Person” means an individual, corporation, firm, association, limited liability company, 
partnership, trust, or other legal entity or group of entities, including a governmental entity or any agency 
or political subdivision thereof.

“Principal Payment Date” means November 1, 2036.

“Property” means any and all right, title and interest in and to any and all property of the 
Corporation whether real or personal, tangible or intangible (including but not limited to cash) and 
wherever situated.

“Purchase Date” means the date on which any Bond is required to be purchased pursuant 
to the demand purchase and mandatory tender provisions of the Indenture.

“Purchase Price” means 100% of the principal amount of any Bond purchased pursuant to 
the demand purchase and mandatory tender provisions of the Indenture, plus accrued and unpaid interest 
thereon to but not including the Purchase Date or the date on which such Bond is deemed purchased in 
accordance with the Indenture.

“Rating Agency” means each nationally recognized agency then rating the Bonds.

“Rating Category” shall mean (i) with respect to any long-term rating category, all ratings 
designated by a particular letter or combination of letters, without regard to any numerical modifier, plus or 
minus sign or other modifier and (ii) with respect to any short-term or commercial paper rating category, 
all ratings designated by a particular letter or combination of letters and taking into account any numerical 
modifier, but not any plus or minus sign or other modifier.

“Rebate Fund” means the fund by that name established pursuant to the Indenture.

“Record Date” means (i) the Business Day immediately preceding the applicable Interest 
Payment Date during a Weekly Interest Rate Period and (ii) whether or not a Business Day, the fifteenth
day of the month preceding the month in which an Interest Payment Date occurs during the Fixed Interest 
Rate Period.

“Reimbursement Agreement” means the Reimbursement and Credit Agreement, dated as of 
December 1, 2006, between the Corporation and the Bank, as it may be amended or supplemented from 
time to time, or any other similar agreement entered into in connection with the issuance of the Letter of 
Credit or of any Alternate Letter of Credit.

“Remarketing Agent” means B.C. Ziegler and Company, doing business as Ziegler Capital 
Markets Group, and its successors in such office under the Indenture.
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“Revenue Fund” means the fund by that name established pursuant to the Indenture.

“Revenues” means all amounts received by the Authority or the Trustee for the account of 
the Authority pursuant or with respect to the Loan Agreement, the Letter of Credit or the Confirming Letter 
of Credit (other than payments of Purchase Price), including, without limiting the generality of the 
foregoing, Loan Repayments (including both timely and delinquent payments, any late charges, and paid 
from whatever source), prepayments, insurance proceeds, condemnation proceeds, and all interest, profits 
or other income derived from the investment of amounts in the funds and accounts established pursuant to 
the Indenture, but not including Additional Payments, or any moneys paid for deposit into the Rebate Fund.

“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill 
Companies, Inc., a corporation organized and existing under the laws of the State of New York, its 
successors and their assigns, or, if such corporation shall be dissolved or liquidated or shall no longer 
perform the functions of a securities rating agency, any other nationally recognized securities rating agency 
designated by the Authority, with the approval of the Corporation, by notice to the Bank, the Confirming 
Bank, the Trustee, the Remarketing Agent and the Tender Agent.

“State” means the State of California.

“Supplemental Indenture” means any indenture hereafter duly authorized and entered into 
between the Authority and the Trustee, supplementing, modifying or amending the Indenture; but only if 
and to the extent that such Supplemental Indenture is specifically authorized under the Indenture.

“Tax Agreement” means the Tax Certificate and Agreement of the Corporation and the 
Authority dated the Date of Delivery.

“Tender Agent” means initially the Trustee and any successor tender agent appointed 
pursuant to the Indenture.

“Trustee” means The Bank of New York Trust Company, N.A., a national banking 
association, or its successor as Trustee pursuant to the Indenture.

“Weekly Interest Rate” means a variable interest rate on the Bonds established weekly in 
accordance with the Indenture.

“Weekly Interest Rate Period” means each period during which Weekly Interest Rates are 
in effect.

THE INDENTURE

The Indenture, entered into between the Authority and the Trustee, provides for, among 
other things, the issuance, execution and delivery of the Bonds and sets forth the terms thereof, the 
creation of certain of the funds and accounts described herein, certain covenants of the Authority, 
defines events of default and remedies therefor, and sets forth the rights and responsibilities of the 
Trustee. Certain provisions of the Indenture, not previously discussed in this Official Statement, are 
summarized below.  Other provisions of the Indenture are set forth elsewhere in this Official Statement.  
See “THE BONDS” and “SECURITY AND SOURCE OF PAYMENTS FOR THE BONDS.”    This 
summary does not purport to be complete or definitive and is qualified in its entirety by reference to the 
full terms of the Indenture.
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Pledge and Assignment; Revenue Fund

Subject only to the provisions of the Indenture permitting the application thereof for the 
purposes and on the terms and conditions set forth therein, all of the Revenues and any other amounts 
(including proceeds of the sale of Bonds) held in any fund or account established pursuant to the Indenture 
(other than the Rebate Fund) are pledged to secure the full payment of the principal of, premium, if any, 
and interest on the Bonds in accordance with their terms and the provisions of the Indenture and thereafter 
to secure full payment of amounts owed under the Reimbursement Agreement.  Said pledge shall constitute 
a lien on and security interest in such assets and shall attach, be perfected and be valid and binding from 
and after delivery by the Trustee of the Bonds, without any physical delivery thereof or further act.

The Authority shall transfer in trust, and assign to the Trustee, for the benefit of the 
Holders from time to time of the Bonds and the Bank, to the extent of its interest therein, all of the 
Revenues and other assets pledged in the Indenture and all of the right, title and interest of the Authority in 
the Loan Agreement (except for the right to receive any Additional Payments to the extent payable to the 
Authority or the Trustee under the Loan Agreement (hereafter referred to as “Excluded Moneys”) and any 
rights of the Authority or the Trustee to indemnification and rights of inspection and consent). The Trustee 
shall be entitled to and shall collect and receive all of the Revenues, and any Revenues collected or received 
by the Authority shall be deemed to be held, and to have been collected or received, by the Authority as the 
agent of the Trustee and shall forthwith be paid by the Authority to the Trustee.  The Trustee also shall be 
entitled to and shall take all steps, actions and proceedings reasonably necessary in its judgment to enforce, 
either jointly with the Authority or separately, all of the rights of the Authority and all of the obligations of 
the Corporation under the Loan Agreement.

All Revenues shall be promptly deposited by the Trustee upon receipt thereof in a special
fund designated as the Revenue Fund which the Trustee shall establish, maintain and hold in trust for the 
Bonds; except as otherwise provided in the Indenture.  All Revenues deposited with the Trustee shall be 
held, disbursed, allocated and applied by the Trustee only as provided in the Indenture.

Fixed Interest Rate Period

The Bonds will be issued initially as bonds that bear interest at a Weekly Interest Rate, but 
may be converted at the option of the Corporation, subject to certain restrictions discussed below, to bonds 
that bear interest at a Fixed Interest Rate.

Conversion to Fixed Interest Rate Period.  The Corporation, by written direction to the 
Trustee and the Remarketing Agent, with the written consent of the Bank (as long as the Letter of Credit is 
in effect and the Bank is not in default thereunder), may elect that the Bonds shall bear interest at the Fixed 
Interest Rate until the maturity of the Bonds.  Such direction shall specify the effective date of the Fixed 
Interest Rate Period which date shall be an Interest Payment Date not less than 40 days following the date 
of receipt by the Trustee of such direction.  The written direction from the Corporation shall be 
accompanied by a letter from Bond Counsel, addressed to the Authority, the Bank and the Trustee, to the 
effect that Bond Counsel expects to be able to deliver a Favorable Opinion of Bond Counsel on the 
effective date of the Fixed Interest Rate Period.

Notice of Adjustment to Fixed Interest Rate Period. The Trustee shall give notice by first 
class mail of the Fixed Interest Rate Period to the Bondholders, the Bank, the Confirming Bank and the 
Corporation not less than 30 days prior to the effective date of such Fixed Interest Rate Period.  Such 
notice shall state (1) that the interest rate on the Bonds will be adjusted to a Fixed Interest Rate unless 
Bond Counsel fails to deliver a Favorable Opinion of Bond Counsel to the Authority, the Bank and the 
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Trustee as to such adjustment to the Fixed Interest Rate Period on the effective date of such adjustment, (2) 
that the Bonds shall be purchased on such effective date pursuant to the Indenture, and (3) the procedures 
of such purchase.

Determination of Fixed Interest Rate.  During the Fixed Interest Rate Period, the Bonds 
shall bear interest until maturity at the Fixed Interest Rate, which shall be determined by the Remarketing 
Agent not later than 4:00 p.m. (New York City time) on the Business Day preceding the first day of the 
Fixed Interest Rate Period.  The Fixed Interest Rate shall be the rate determined by the Remarketing Agent 
(on the basis of examination of obligations comparable to the Bonds known to the Remarketing Agent to 
have been priced or traded under then prevailing market conditions) to be the minimum interest rate which, 
if borne by the Bonds, would enable the Remarketing Agent to sell the Bonds on such Business Day at a 
price equal to the principal amount thereof.

The determination of the interest rate on the Bonds by the Remarketing Agent shall be 
conclusive and binding upon the Bondholders, the Authority, the Corporation, the Tender Agent, the Bank, 
the Confirming Bank and the Trustee.

Condition to Adjustment to Fixed Interest Rate Period.  Adjustment to the Fixed Interest 
Rate Period shall be subject to the condition that the Authority, the Bank and the Trustee receive a 
Favorable Opinion of Bond Counsel with respect to such adjustment on the effective date of the Fixed 
Interest Rate Period.  If the Authority, the Bank and the Trustee do not receive a Favorable Opinion of 
Counsel on such date, the Bonds shall continue to be subject to mandatory tender for purchase on the date 
which would have been the effective date of the conversion as provided in the Indenture but shall continue 
to bear interest at a Weekly Interest Rate and shall not be adjusted to bear interest at the Fixed Interest 
Rate.

Terms of Redemption of Bonds Bearing Interest at a Fixed Interest Rate

Optional Redemption.  Upon conversion of the Bonds to a Fixed Interest Rate Period, 
such Bonds are subject to redemption, at the option of the Authority upon direction of the Corporation, in 
whole or in part, at the times (measured from the first day of the Fixed Interest Rate Period), and at the 
redemption prices (expressed as percentages of the principal amount) set forth below, plus accrued interest, 
if any, to the date fixed for redemption:
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Length of Time to Maturity Redemption Dates and Prices

Greater than 10 years At any time on or after the 5th anniversary of the 
effective date commencing the Fixed Interest
Rate Period at 102% declining 1/2% annually to 
100%

Greater than 6 and 
less than or equal 
to 10 years

At any time on or after the 3rd anniversary of the 
effective date commencing the Fixed Interest 
Rate Period at 101 1/2% declining 1/2% 
annually to 100%

Greater than 4 and 
less than or equal 
to 6 years

At any time on or after the 2nd anniversary of 
the effective date commencing the Fixed Interest 
Rate Period at 101% declining 1/2% annually to 
100%

Greater than 3 and 
less than or equal 
to 4 years

At any time on or after the 2nd anniversary of 
the effective date commencing the Fixed Interest 
Rate Period at 100 1/2% declining 1/2% 
annually to 100%

Greater than 2 and 
less than or equal 
to 3 years

At any time on or after the 1st anniversary of the
effective date commencing the Fixed Interest 
Rate Period at 100 1/2% declining 1/2% 
annually to 100%

Greater than 1 and 
less than or equal 
to 2 years

At any time on or after the 1st anniversary of the 
effective date commencing the Fixed Interest 
Rate Period at 100%

Less than or equal 
to 1 year

On the Interest Payment Date which is six 
months after the effective date of the Fixed 
Interest Rate Period at 100%

Notwithstanding the optional redemption schedule set forth above, on or prior to the 
effective date of the Fixed Interest Rate Period, the Remarketing Agent may provide an alternate optional 
redemption schedule, provided that the Authority, the Trustee and the Bank receive a Favorable Opinion of 
Bond Counsel.

See “THE BONDS – Redemption of the Bonds – Selection of Bonds for Redemption,” “–
Notice of Redemption” and “– Effect of Redemption” in this Official Statement, containing information 
applicable to the Bonds in a Fixed Interest Rate Period.

Mandatory Tender of Bonds Bearing Interest at a Fixed Interest Rate

See “THE BONDS – Tender of Bonds for Purchase – Mandatory Tenders” and “–
Payment of the Purchase Price” in this Official Statement, containing information applicable to the Bonds 
in a Fixed Interest Rate Period.
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General Provisions Relating to Tenders

Delivery of Remarketed Bonds.  Bonds purchased with moneys obtained by a drawing on 
the Letter of Credit or the Confirming Letter of Credit (the “Bank Bonds”), including without limitation 
Bonds issued in place of such Bonds pursuant to the Indenture, shall be held by the Tender Agent (upon 
written directions from the Bank or the Confirming Bank).  The Remarketing Agent shall seek to remarket 
any Bank Bonds prior to remarketing any other Bonds tendered for purchase.  The proceeds of any 
remarketing of Bank Bonds registered in the name or upon the direction of the Bank shall be transferred by 
the Remarketing Agent to the Bank.  The proceeds of any remarketing of Bank Bonds registered in the 
name or upon the direction of the Confirming Bank shall be transferred by the Remarketing Agent to the 
Confirming Bank.  Upon receipt by the Trustee of funds representing the proceeds of the remarketing of 
Bank Bonds, Bonds in place of such Bank Bonds so purchased shall be made available for pick-up by the 
Remarketing Agent for subsequent delivery to the purchasers thereof.  Prior to or simultaneously with such 
delivery, the proceeds of such remarketing shall have been or shall be transferred to the Bank or the 
Confirming Bank, and the Trustee and the Tender Agent shall have received written confirmation from the 
Bank or the Confirming Bank of the reinstatement of the Letter of Credit or the Confirming Letter of 
Credit, as the case may be.

In the event that the Remarketing Agent is able to remarket any Bonds required to be 
purchased pursuant to mandatory tender for purchase of Bonds in accordance with the Indenture after the 
time on which the Remarketing Agent is required to provide notice to the Trustee as specified in the 
Indenture provisions related to the purchase and remarketing of Bonds, the Remarketing Agent shall give 
notice in the manner and containing the details set forth in said provisions, as soon as practicable after such 
remarketing, but in no event later than 10:30 a.m. (New York City time) on the Purchase Date and the 
Bonds shall be registered in the names of the purchasers thereof and made available to the Remarketing 
Agent as soon as practicable thereafter on such date or the next succeeding Business Day.

If any Bond is tendered after a notice of redemption for such Bond has been given, the 
Remarketing Agent will give the redemption notice to any purchaser of such Bond and the purchaser shall 
acknowledge receipt of such redemption notice.

Draws Upon the Letter of Credit and Confirming Letter of Credit. The Trustee shall 
draw on the Letter of Credit by such time that, if such draw is not honored by the Bank, the Trustee will 
have sufficient time to draw on the Confirming Letter of Credit, if in effect, and receive proceeds of such 
draw on the Confirming Letter of Credit by no later than 1:00 p.m. (New York City time) on the Purchase 
Date.  With respect to the initial Letter of Credit, except as provided in the following paragraph, if the 
Trustee is notified by the Remarketing Agent by 4:00 p.m. (New York City time) on the second Business 
Day immediately prior to the Purchase Date that it has not received remarketing proceeds sufficient to 
purchase all Bonds subject to purchase on the Purchase Date, the Trustee will by 11:00 a.m. (New York 
City time) on the following day draw on the Letter of Credit in the amount of such deficiency (or if the 
Trustee receives no notification from the Remarketing Agent, in the full amount of the Purchase Price of all 
Bonds to be purchased).  If by 2:00 p.m. (New York City time) on such date, the Trustee has not received 
the proceeds of the draw on the Letter of Credit, the Trustee will by no later than 10:00 a.m. (New York 
City time) on the Purchase Date draw on the Confirming Letter of Credit in the amount of such deficiency 
or such full amount of the Purchase Price, as applicable.  The Trustee shall transfer to the Bank or 
Confirming Bank, as applicable, any excess moneys received from a draw on the Letter of Credit or 
Confirming Letter of Credit that are not needed to pay the Purchase Price of the Bonds on the Purchase 
Date.  In the case of drawings upon mandatory tender pursuant to Section 4.07(a)(2), the drawing shall be 
made on the Letter of Credit and Confirming Letter of Credit then in effect and not on the Alternate Letter 
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of Credit.  In the case of a draw upon mandatory tender pursuant to Section 4.07(a)(1), the Trustee shall 
not surrender the Letter of Credit upon conversion of the Bonds to bear interest at a Fixed Interest Rate 
until the draw on the Letter of Credit, in the full amount of the Purchase Price, has been honored.

In the event that the Letter of Credit has been repudiated, the Trustee shall draw directly 
on the Confirming Letter of Credit no later than 10:00 a.m. (New York City time) on the Purchase Date.

If at any time there is an Alternate Letter of Credit, then the times and timing specified in 
the preceding paragraphs will be modified to conform to such Alternate Letter of Credit so as to provide 
Bondholders the full benefit of the provisions of the Alternate Letter of Credit.

No moneys from draws upon the Letter of Credit or the Confirming Letter of Credit shall 
be used to pay the Purchase Price of any Bank Bonds, or Bonds registered in the name of  the Corporation 
or the Authority.

Delivery of Proceeds of Sale and Bonds. Upon receipt, the proceeds of the remarketing 
by the Remarketing Agent of any Bonds shall be transferred on the Purchase Date by the Remarketing 
Agent to Tender Agent by 10:30 a.m. (New York City time) and such proceeds shall be immediately 
applied by the Tender Agent to the payment of the Purchase Price of Bonds to the Holders thereof pursuant 
to the Indenture. The Tender Agent shall provide notice to the Bond Trustee by 10:45 a.m. (New York City 
time) of the amount received from the Remarketing Agent.  The Tender Agent shall make Bonds available 
for delivery to the Remarketing Agent pursuant to the instructions of the Remarketing Agent or, in the case 
of the remarketing of Bonds which constitute Bank Bonds, as provided in the Indenture.  To the extent that 
the Bank or the Confirming Bank is repaid with proceeds of the sale of Bank Bonds by the Remarketing 
Agent, new Bonds shall be registered and delivered (or ownership interests transferred) as provided in the 
Indenture.

No Remarketing After Default.  There shall be no remarketing of Bonds after an Event of 
Default under the Indenture.

Unclaimed Moneys. The Tender Agent shall, at the end of the fifth Business Day after the 
Purchase Date, transfer all funds then held on hand by virtue of the fact that Bonds deemed tendered on 
such date were not presented for purchase to the Tender Agent in accordance with the provisions of the 
Indenture to the Trustee to be held in a segregated account for the Bonds and to hold the same in trust for 
the payment of the Purchase Price thereof to the former Holders of such Bonds as required by the 
provisions of the Indenture.  The Trustee shall pay such Purchase Price from such amounts by check or 
draft of the Trustee made payable to the party entitled to such payment as soon as practicable after such 
party surrenders the Bond or Bonds so deemed purchased to the Trustee. 

Conditions to Remarketing upon Expiration of Letter of Credit or Confirming Letter of 
Credit.  If a commitment to renew the Letter of Credit or the Confirming Letter of Credit enhancing the 
Bonds or to provide an Alternate Letter of Credit enhancing the Bonds shall not be provided prior to the 
20th day before the scheduled expiration date of such Letter of Credit, then the Bonds shall not be 
remarketed after the 15th day prior to such expiration.

Costs of Issuance Fund

The Trustee shall establish, maintain and hold in trust a separate fund designated as the 
“Costs of Issuance Fund.”  The moneys in the Costs of Issuance Fund shall be used and withdrawn by the 
Trustee to pay the Costs of Issuance upon receipt by the Trustee of a Requisition of the Corporation.  On 



B-14

the one hundred eightieth (180th) day following the initial issuance of the Bonds, or upon the earlier 
Request of the Corporation, amounts, if any, remaining in the Costs of Issuance Fund shall be transferred 
to the Revenue Fund.

Allocation of Revenues

Subject to the provisions of the Indenture relating to the priority of moneys in the Revenue 
Fund, on or before each Interest Payment Date and Principal Payment Date, the Trustee shall apply funds 
in the Revenue Fund for the following purposes, in the following amounts and in the following order of 
priority:

First:  for the payment of the aggregate amount of interest becoming due and payable on 
such Interest Payment Date or date of redemption of all Bonds then Outstanding;

Second:  for the payment of the aggregate amount of principal becoming due and payable 
required to be paid on the Principal Payment Date; and

Third:  for the payment of the aggregate amount of principal and premium next coming 
due or by optional redemption of Bonds permitted under the Indenture, or any portion thereof paid 
by the Corporation.

Priority of Moneys in Revenue Fund

Funds for the payment of the principal or redemption price of and interest on the Bonds 
shall be derived from the following sources in the order of priority indicated in each of the accounts in the 
Revenue Fund; provided however, that amounts in the Revenue Fund shall be used to pay when due 
(whether upon redemption, acceleration, interest payment date, maturity or otherwise) the principal or 
redemption price of and interest on the Bonds held by Holders other than the Bank, the Confirming Bank or 
the Corporation prior to the payment of the principal and interest on the Bonds held by the Bank, the 
Confirming Bank or the Corporation:

(i) moneys paid into the Letter of Credit Account of the Revenue Fund from 
a draw by the Trustee under the Letter of Credit;

(ii) moneys paid into the Confirming Letter of Credit Account of the Revenue 
Fund from a draw by the Trustee under the Confirming Letter of Credit;

(iii) moneys paid into the Revenue Fund pursuant to the Indenture and 
proceeds from the investment thereof, which constitute Available Moneys;

(iv) any other moneys (other than from draws on the Letter of Credit or the 
Confirming Letter of Credit) paid into the Revenue Fund and deposited in the Revenue Fund and 
proceeds from the investment thereof, which constitute Available Moneys; and

(v) any other moneys paid into the Revenue Fund and deposited in the 
Revenue Fund and proceeds from the investment thereof, which are not Available Moneys.
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Letter of Credit Account and Confirming Letter of Credit Account; Letter of Credit and 
Confirming Letter of Credit

The Trustee shall create within the Revenue Fund a separate account called the “Letter of 
Credit Account,” into which all moneys drawn under the Letter of Credit to pay principal, interest, or 
redemption price of the Bonds shall be deposited and disbursed.  None of the Corporation, the Authority, or 
any Guarantor shall have any rights to or interest in the Letter of Credit Account.  The Letter of Credit 
Account shall be established and maintained by the Trustee and held in trust apart from all other moneys 
and securities held under the Indenture or otherwise, and over which the Trustee shall have the exclusive 
and sole right of withdrawal for the exclusive benefit of the Holders of the Bonds with respect to which 
such drawing was made.  No moneys from the Letter of Credit Account may in any circumstance be used 
to pay principal or interest on any Bank Bonds or Bonds registered in the name of the Corporation or the 
Authority.

The Trustee shall also create within the Revenue Fund a separate account called the 
“Confirming Letter of Credit Account,” into which all moneys drawn under the Confirming Letter of Credit 
to pay principal, interest, or redemption price of the Bonds shall be deposited and disbursed.  None of the 
Corporation, the Authority or any Guarantor shall have any rights to or interest in the Confirming Letter of 
Credit Account.  The Confirming Letter of Credit Account shall be established and maintained by the 
Trustee and held in trust apart from all other moneys and securities held under the Indenture or otherwise, 
and over which the Trustee shall have the exclusive and sole right of withdrawal for the exclusive benefit of 
the Holders of the Bonds with respect to which such drawing was made.  No moneys from the Confirming 
Letter of Credit Account may in any circumstance be used to pay principal or interest on any Bank Bonds 
or Bonds registered in the name of the Corporation or the Authority.

The Trustee shall draw moneys under the Letter of Credit in accordance with the terms 
thereof (and taking into account the terms of the Confirming Letter of Credit) in an amount necessary to 
make timely payments of principal of. premium, if any, and interest on the Bonds enhanced by such Letter 
of Credit, other than Bonds owned by or for the account of the Corporation, the Bank or any Guarantor, 
when due whether at maturity, interest payment date, redemption, acceleration or otherwise.  Each such 
drawing under the initial Letter of Credit shall be made prior to 11:00 a.m. New York City time on the 
second Business Day prior to the Interest Payment Date, Principal Payment Date or other date when 
payment is due.  In addition, the Trustee shall draw moneys under the Letter of Credit in accordance with 
the terms thereof to the extent necessary to make timely payments required to be made pursuant to, and in 
accordance with the Indenture.  Immediately after making a drawing under the Letter of Credit which has 
been honored, the Trustee shall reimburse the Bank for the amount of the drawing from moneys then on 
deposit in the Revenue Fund.

In the event a drawing or attempted drawing by the Trustee under the Letter of Credit 
pursuant to the preceding paragraph has not been honored by the Bank, at the time required by the Letter of 
Credit for payment of such drawing, or in the event the Letter of Credit has been repudiated, the Trustee 
shall by no later than 10:00 a.m. (New York City time) on the Interest Payment Date, Principal Payment 
Date or other date when payment is due, or at such other time as provided for in the Confirming Letter of 
Credit that will allow the Trustee to receive proceeds by no later than 1:00 p.m. on the Interest Payment 
Date, Principal Payment Date or other date when payment is due, draw on the Confirming Letter of Credit.

The Trustee shall hold and maintain the Letter of Credit and the Confirming Letter of 
Credit for the benefit of the Bondholders until the Letter of Credit and the Confirming Letter of Credit 
expire in accordance with their terms.  Subject to the provisions of the Indenture, the Trustee shall enforce 
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all terms, covenants and conditions of the Letter of Credit and the Confirming Letter of Credit , including 
payment when due of any draws on the Letter of Credit and the Confirming Letter of Credit, and the 
provisions relating to the payment of draws on, and reinstatement of amounts that may be drawn under, the 
Letter of Credit or the Confirming Letter of Credit, and will not consent to, agree to or permit any 
amendment or modification of the Letter of Credit or the Confirming Letter of Credit which would 
materially adversely affect the rights or security of the Holders of the Bonds.  If at any time during the term 
of the Letter of Credit or the Confirming Letter of Credit any successor Trustee shall be appointed and 
qualified under the Indenture, the resigning or removed Trustee shall request that the Bank transfer the 
Letter of Credit and/or the Confirming Bank transfer the Confirming Letter of Credit to the successor 
Trustee.  If the resigning or removed Trustee fails to make this request, the successor Trustee shall do so 
before accepting appointment.  When the Letter of Credit or the Confirming Letter of Credit expires in 
accordance with its terms (including expiration following conversion of the Bonds to the Fixed Interest 
Rate) or is replaced by an Alternate Letter of Credit, the Trustee shall give notice to the Bank and 
surrender the Letter of Credit to the Bank, and give notice to the Confirming Bank and surrender the 
Confirming Letter of Credit to the Confirming Bank on the Business Day following the effective date of 
such expiration or replacement; provided however, that the Trustee shall not surrender the Letter of Credit 
or the Confirming Letter of Credit until the draws, if any, on the Letter of Credit and the Confirming Letter 
of Credit have been honored.  All provisions in the Indenture relating to the rights of the Bank shall be of 
no force and effect if there is no Letter of Credit or Alternate Letter of Credit in effect and there are no 
Bank Bonds registered in the name or at the direction of the Bank and all amounts owing to the Bank under 
the Indenture and under the Reimbursement Agreement have been paid.  All provisions in the Indenture 
relating to the rights of the Confirming Bank shall be of no force and effect if there is no Confirming Letter 
of Credit in effect and there are no Bank Bonds registered in the name or at the direction of the Confirming 
Bank and all amounts owing to the Confirming Bank under the Indenture have been paid.

Investment of Moneys

All moneys in any of the funds or accounts established pursuant to the Indenture shall be 
invested by the Trustee as directed in writing by the Corporation solely in Investment Securities.  The 
Trustee shall not be liable for any losses resulting from any investments made pursuant to the Indenture.  
The Trustee shall be entitled to rely conclusively upon the Corporation’s investment directions as to the fact 
that each such investment meets the criteria of the Indenture. 

Moneys in all funds and accounts shall be invested in Investment Securities maturing not 
later than the date on which such moneys will be required for the purposes specified in the Indenture and, 
with the exception of certain Investment Securities as described in Paragraph (g) of the definition thereof, 
in no event later than three years from the date such Investment Securities are purchased.  Notwithstanding 
anything else in the Indenture, any moneys in the Revenue Fund held for the payment of the Bonds shall be 
invested in direct obligations of the United States or obligations guaranteed by the United States 
government or for which the full faith and credit of the United States is pledged for the full and timely 
payment of principal and interest thereof, rated in the highest rating category applicable to such 
investments which mature not later than the date on which it is estimated that such moneys will be required 
to pay such Bonds (but in any event maturing in not more than thirty days).  Moneys in the Letter of Credit 
Account and the Confirming Letter of Credit Account, remarketing proceeds, moneys held for non-
presented Bonds and all moneys held by the Trustee for the payment of the Purchase Price of Bonds 
deemed tendered but not presented for purchase to the Tender Agent in accordance with the Indenture shall 
be held uninvested.
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All interest, profits, and other income received from the investment of moneys in any fund 
or account established pursuant to the Indenture shall be deposited in the Revenue Fund.  Notwithstanding 
anything to the contrary contained in this paragraph, an amount of interest received with respect to any 
Investment Security equal to the amount of accrued interest, if any, paid as part of the purchase price of 
such Investment Security shall be credited to the fund from which such accrued interest was paid.  To the 
extent that any Investment Securities are registrable, such Securities shall be registered in the name of the 
Trustee or its nominee for the benefit of the Holders.

For the purpose of determining the amount in any fund, all Investment Securities credited 
to such fund shall be valued at the lesser of cost or par value plus, prior to the first payment of interest 
following purchase, the amount of accrued interest, if any, paid as a part of the purchase price.

Subject to the provisions of the Indenture, investments in any and all funds and accounts 
(other than moneys representing the proceeds of a draw on a Letter of Credit or the Confirming Letter of 
Credit or held in the Letter of Credit Account or Confirming Letter of Credit Account, remarketing 
proceeds, Available Moneys, moneys being aged to become Available Moneys, or moneys held for the 
payment of particular Bonds (including moneys held for non-presented Bonds or held by the Trustee under 
the Indenture) may be commingled for purposes of making, holding and disposing of investments, 
notwithstanding provisions of the Indenture for transfer to or holding in particular funds and accounts 
amounts received or held by the Trustee thereunder, provided that the Trustee shall at all times account for 
such investments strictly in accordance with the funds and accounts to which they are credited and 
otherwise as provided in the Indenture.  Subject to the provisions of the Indenture, any moneys  invested in  
accordance with such provisions may be invested in a pooled investment account consisting solely of funds 
held by the Trustee as a fiduciary.  The Trustee may act as principal or agent in the making or disposing of 
any investment.  The Trustee may sell or present for redemption, any Investment Securities whenever it 
shall be necessary to provide moneys to meet any required payment, transfer, withdrawal or disbursement 
from the fund to which such Investment Security is credited, and the Trustee shall not be liable or 
responsible for any loss resulting from such investment or early liquidation thereof.

Delivery of Master Indenture Obligations

On or prior to the commencement of the Fixed Interest Rate Period, the Corporation may 
deliver to the Trustee, and the Trustee shall accept, as additional security for the obligations of the 
Corporation under the Loan Agreement, an obligation or other evidence of indebtedness (the “Obligation”) 
issued by the Corporation (or an entity that controls the Corporation) under a master indenture of trust (the 
“Master Indenture”) among the Corporation and, at the option of the Corporation, one or more affiliated 
entities (the “Obligated Group”) and a corporate trustee, upon receipt of the Trustee of the following:

(1) a Request of the Corporation stating that the Corporation has become a member of 
the Obligated Group under the Master Indenture and that an Obligation is being issued to the 
Trustee under the Master Indenture and requesting the Trustee to accept such Obligation;

(2) a properly executed Obligation issued under the Master Indenture and registered in 
the name of the Trustee, in a principal amount equal to the then Outstanding principal amount of 
Bonds, bearing interest at the rates and payable on the dates provided in the Indenture for the 
payment of interest on the Bonds, maturing on the dates, and having mandatory sinking account 
payments on the dates provided for in the Indenture for the Bonds, duly authenticated by the master 
trustee under the Master Indenture;
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(3) an opinion of counsel selected by the Corporation and not objected to by the 
Trustee to the effect that (i) the Obligation has been validly issued under the Master Indenture and 
the Master Indenture and the Obligation constitute the valid and binding obligations of the 
Corporation (or the entity that controls the Corporation, if applicable) and each other member of 
the Obligated Group (if any), subject to such qualifications as are acceptable to the Trustee and (ii) 
the Obligation is not subject to the registration requirements of the Securities Act of 1933, as 
amended, and the Master Indenture is exempt from qualification under the Trust Indenture Act of 
1939, as amended;

(4) a copy of the Master Indenture, certified as a true and accurate copy by the master 
trustee under the Master Indenture;

(6) a Favorable Opinion of Bond Counsel; and

(7) unless the Obligation is being delivered on the effective date of the Fixed Interest 
Rate Period, the written consent of the Bank.

Upon receipt of the foregoing, upon Request of the Corporation and the written consent of 
the Bank (unless the Obligation is being delivered on the effective date of the Fixed Interest Rate Period, in 
which case such consent shall not be required), the Trustee shall execute such amendments to the Indenture, 
the Loan Agreement and the Deed of Trust to evidence and facilitate the delivery of the Obligation, 
including without limitation assignment of the Trustee’s interest in the Deed of Trust and the pledge of 
Gross Revenues under the Loan Agreement to the master trustee under the Master Indenture for the benefit 
of obligations issued under the Master Indenture.

Tax Covenants

The Authority covenants in the Indenture that it shall at all times do and perform all acts 
and things permitted by law and the Indenture which are necessary or desirable in order to assure that 
interest paid on the Bonds (or any of them) will be excluded from gross income for federal income tax 
purposes and shall take no action that would result in such interest not being excluded from gross income 
for federal income tax purposes.  Without limiting the generality of the foregoing, the Authority agrees that 
it will comply with its obligations under the Tax Agreement which are incorporated into the Indenture.  
This covenant shall survive defeasance or redemption of the Bonds.
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Continuing Disclosure

Pursuant to the Loan Agreement, the Corporation will covenant to comply with the continuing 
disclosure requirements promulgated under S.E.C. Rule 15c2-12, as it may from time to time hereafter be 
amended or supplemented, upon conversion of the Bonds to a Fixed Interest Rate Period.  Upon conversion of the 
Bonds to a Fixed Interest Rate Period,  pursuant to the Loan Agreement, the Corporation shall undertake all 
responsibility for compliance with continuing disclosure requirements, and the Authority shall have no liability to 
the Bondholders or any other Person with respect to S.E.C. Rule 15c2-12, as it may from time to time hereafter 
be amended or supplemented.  The Trustee covenants and agrees that subject to the provisions of the Indenture, it 
will comply with and carry out all of the provisions of the continuing disclosure agreement and the Loan 
Agreement applicable to it.  Notwithstanding any other provision of the Indenture, failure of the Corporation to 
comply with the continuing disclosure agreement shall not be considered an Event of Default; however, the 
Trustee at the written request of any Participating Underwriter (as defined in the Continuing Disclosure 
Agreement) or the Holders of at least twenty-five percent (25%) aggregate principal amount of Outstanding 
Bonds, shall, only to the extent indemnified to its satisfaction from any cost, expense or liability arising from or 
related thereto, including, without limitation, reasonable fees and expenses of its attorneys and additional fees and 
expenses of the Trustee or any Bondholder or Beneficial Owner may take such actions as may be necessary and 
appropriate, including seeking mandate or specific performance by court order, to cause the Corporation to 
comply with its obligations under the Loan Agreement and cause the Trustee to comply with its obligations under 
the Indenture.  For purposes of this paragraph, “Beneficial Owner” means any Person which has or shares the 
power, directly or indirectly, to make investment decisions concerning ownership of any Bonds (including Persons 
holding Bonds through nominees, depositories or other intermediaries).

Events of Default; Acceleration; Waiver of Default

Each of the following events which has occurred and is continuing shall constitute an 
“Event of Default” under the Indenture:

(a) default in the due and punctual payment of the principal of, or premium (if any) 
on, any Bond when and as the same shall become due and payable, whether at maturity as therein 
expressed, by proceedings for redemption, by declaration or otherwise;

(b) default in the due and punctual payment of any installment of interest on, or the 
Purchase Price of, any Bond, when and as the same shall become due and payable;

(c) failure by the Authority to perform or observe any other of the covenants, 
agreements or conditions on its part in the Indenture or in the Bonds contained, and the 
continuation of such failure for a period of sixty (60) days after written notice thereof, specifying 
such default and requiring the same to be remedied, shall have been given to the Authority, the 
Bank, the Confirming Bank and the Corporation by the Trustee, or to the Authority, the Bank, the 
Confirming Bank, the Corporation and the Trustee by the Holders of not less than sixty-six and 
two-thirds percent (66-2/3%) in aggregate principal amount of the Bonds at the time Outstanding;

(d) the occurrence and continuance of a Loan Default Event described in the Loan 
Agreement;

(e) receipt by the Trustee of notice from the Bank that an event of default (as defined 
in the Reimbursement Agreement) has occurred under the Reimbursement Agreement and directing 
an acceleration; or 
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(f) receipt by the Trustee of notice from the Confirming Bank that it has not been 
reimbursed for a drawing under the Confirming Letter of Credit and directing an acceleration.

No default specified in (c) above shall constitute an Event of Default unless the Authority 
and the Corporation shall have failed to correct such default within the applicable period; provided, 
however, that if the default shall be such that it cannot be corrected within such period, it shall not 
constitute an Event of Default if corrective action is instituted by the Authority or the Corporation (or the 
Bank on its behalf) within the applicable period and diligently pursued in the sole determination of the 
Bank.  With regard to any alleged default concerning which notice is given to the Corporation under the 
provisions of the Indenture, the Authority grants the Corporation (or the Bank on its behalf) full authority 
for the account of the Authority to perform any covenant or obligation the non-performance of which is 
alleged in said notice to constitute a default in the name and stead of the Authority with full power to do 
any and all things and acts to the same extent that the Authority could do and perform any such things and 
acts and with power of substitution.

During the continuance of an Event of Default described in (a), (b), (c) or (d) above and 
subject to the provisions of the Indenture the Book-Entry Only System and the Bank’s right to consent to 
the declaration or waiver of an Event of Default, unless the principal of all the Bonds shall have already 
become due and payable, the Trustee, upon the written request of the Holders of not less than sixty-six and 
two-thirds percent (66-2/3%) in aggregate principal amount of the Bonds at the time Outstanding, or upon 
the occurrence of an Event of Default described in (e) or (f) above, the Trustee shall, promptly upon such 
occurrence, by notice in writing to the Authority, the Corporation, the Bank and the Confirming Bank, 
declare the principal of all the Bonds then Outstanding, and the interest accrued thereon, to be due and 
payable immediately, and upon any such declaration the same shall become and shall be immediately due 
and payable, anything in the Indenture or in the Bonds contained to the contrary notwithstanding.  Upon 
any such declaration the Trustee shall promptly draw upon any then existing Letter of Credit and/or 
Confirming Letter of Credit in accordance with the terms thereof and apply the amount so drawn to pay the 
principal of and interest on the Bonds.  Interest on the Bonds shall cease to accrue as of the date of 
declaration.  The Trustee shall promptly notify the Bondholders of the date of acceleration and the 
cessation of accrual of interest on the Bonds in the same manner as for a notice of redemption.

The preceding paragraph, however, is subject to the condition that if, at any time after the 
principal of the Bonds shall have been so declared due and payable, and before any judgment or decree for 
the payment of the moneys due shall have been obtained or entered as provided in the Indenture, and before 
the Letter of Credit or Confirming Letter of Credit has been drawn upon in accordance with its terms and 
honored, there shall have been deposited with the Trustee a sum sufficient to pay (with Available Moneys if 
a Letter of Credit or Confirming Letter of Credit is in effect) all the principal of the Bonds matured prior to 
such declaration and all matured installments of interest (if any) upon all the Bonds, with interest on such 
overdue installments of principal as provided in the Loan Agreement, and the reasonable fees and expenses 
of the Trustee, including reasonable fees and expenses of its attorneys, and any and all other defaults 
known to the Trustee (other than in the payment of principal of and interest on the Bonds due and payable 
solely by reason of such declaration) shall have been made good or cured to the satisfaction of the Trustee 
and the Bank or provision deemed by the Trustee and the Bank to be adequate shall have been made 
therefor, then, and in every such case, the Holders of at least a majority in aggregate principal amount of 
the Bonds then Outstanding, by written notice to the Authority and to the Trustee, may, on behalf of the 
Holders of all the Bonds, rescind and annul such declaration and its consequences and waive such default; 
but no such rescission and annulment shall extend to or shall affect any subsequent default, or shall impair 
or exhaust any right or power consequent thereon.  Notwithstanding any other provision of the Indenture 
except as provided in the following sentence, the Trustee may not exercise any remedy in the event of a 
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default under the Indenture without the written consent of the Bank, so long as the Letter of Credit is in 
effect and the Bank has not wrongfully failed to make a payment thereunder.  The Trustee may exercise 
any and all remedies under the Indenture and the Loan Agreement (except acceleration) to collect any fees, 
expenses and indemnification from the Corporation to the Trustee or the Authority without obtaining the 
consent of the Bank.

Institution of Legal Proceedings by Trustee

Pursuant to the Indenture, if one or more of the Events of Default shall happen and be 
continuing, the Trustee in its discretion may, and upon the written request of the Holders of two-thirds in 
principal amount of the Bonds then Outstanding and upon being indemnified to its satisfaction shall, 
proceed to protect or enforce its rights or the rights of the Holders of Bonds under the Indenture and the 
Loan Agreement by a suit in equity or action at law, either for the specific performance of any covenant or 
agreement contained in the Indenture or the Loan Agreement, or in aid of the execution of any power in the 
Indenture or the Loan Agreement granted, or by mandamus or other appropriate proceeding for the 
enforcement of any other legal or equitable remedy as the Trustee shall deem most effectual in support of 
any of its rights or duties under the Indenture.

Application of Revenues and Other Funds After Default

If an Event of Default shall occur and be continuing, all Revenues and any certain other 
funds then held or thereafter received by the Trustee under any of the provisions of the Indenture shall be 
promptly applied by the Trustee as follows and in the following order:

(1) to the payment of fees and reasonable charges and expenses (including those 
previously outstanding) of the Trustee and the Tender Agent (including reasonable fees and 
disbursements of its counsel) incurred in and about the performance of its powers and duties under 
the Indenture;

(2) to the payment of the principal of and interest then due on the Bonds (upon 
presentation of the Bonds to be paid, and stamping thereon of the payment if only partially paid, or 
surrender thereof if fully paid) subject to the provisions of the Indenture, as follows:

(i) unless the principal of all of the Bonds shall have become or have been 
declared due and payable,

First:  to the payment to the persons entitled thereto of all installments of 
interest then due in the order of the maturity of such installments, and, if the 
amount available shall not be sufficient to pay in full any installment or 
installments maturing on the same date, then to the payment thereof ratably, 
according to the amounts due thereon, to the persons entitled thereto, without any 
discrimination or preference; and

Second:  to the payment to the persons entitled thereto of the unpaid 
principal of any Bonds which shall have become due, whether at maturity or by 
call for redemption, with interest on the overdue principal at the rate borne by the 
respective Bonds, and, if the amount available shall not be sufficient to pay in full 
all the Bonds, together with such interest, then to the payment thereof ratably, 
according to the amounts of principal due on such date to the persons entitled 
thereto, without any discrimination or preference.
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(ii) if the principal of all of the Bonds shall have become or have been 
declared due and payable, to the payment of the principal and interest then due and unpaid 
upon the Bonds, with interest on the overdue principal at the rate borne by the Bonds, and, 
if the amount available shall not be sufficient to pay in full the whole amount so due and 
unpaid, then to the payment thereof ratably, without preference or priority of principal 
over interest, or of interest over principal, or of any installment of interest over any other 
installment of interest, or of any Bond over any other Bond, according to the amounts due 
respectively for principal and interest, to the persons entitled thereto without any 
discrimination or preference; and

(3) to the payment of amounts owed the Bank pursuant to the Reimbursement 
Agreement, 

provided, however, that in no event shall moneys derived from drawings under the Letter of Credit or the 
Confirming Letter of Credit, moneys set aside to pay principal or interest on any particular Bonds 
(including moneys held for non-presented Bonds or held by the Trustee under the Indenture), or the 
proceeds from remarketing of the Bonds be used to pay any of the items listed in clause (1) or clause (3) of 
this section and Available Moneys and moneys being aged to become Available Moneys shall not be used 
to pay any of the items listed in clause (1) of this section until all amounts have been paid under clause (2) 
of this section; provided further that proceeds of a draw on a Letter of Credit or Confirming Letter of 
Credit and remarketing proceeds shall be used solely to pay principal, interest, premium, or purchase price 
of the Bonds as otherwise provided in the Indenture.

Trustee to Represent Bondholders

The Trustee is irrevocably appointed (and the successive respective Holders of the Bonds, 
by taking and holding the same, shall be conclusively deemed to have so appointed the Trustee) as trustee 
and true and lawful attorney-in-fact of the Holders of the Bonds for the purpose of exercising and 
prosecuting on their behalf such rights and remedies as may be available to such Holders under the 
provisions of the Bonds, the Indenture and the Loan Agreement and applicable provisions of any other law. 
Upon the occurrence and continuance of an Event of Default or other occasion giving rise to a right in the 

Trustee to represent the Bondholders, the Trustee in its discretion may, and upon the written request of the 
Holders of not less than sixty-six and two-thirds percent (66-2/3%) in aggregate principal amount of the 
Bonds then Outstanding, and upon being indemnified to its satisfaction therefor, shall, proceed to protect or 
enforce its rights or the rights of such Holders by such appropriate action, suit, mandamus or other 
proceedings as it shall deem most effectual to protect and enforce any such right, at law or in equity, either 
for the specific performance of any covenant or agreement contained in the Indenture, or in aid of the 
execution of any power therein granted, or for the enforcement of any other appropriate legal or equitable 
right or remedy vested in the Trustee or in such Holders under the Indenture and the Loan Agreement, or 
any other law; and upon instituting such proceeding, the Trustee shall be entitled, as a matter of right, to 
the appointment of a receiver of the Revenues and other assets pledged under the Indenture, pending such 
proceedings.  All rights of action under the Indenture or the Bonds or otherwise may be prosecuted and 
enforced by the Trustee without the possession of any of the Bonds or the production thereof in any 
proceeding relating thereto, and any such suit, action or proceeding instituted by the Trustee shall be 
brought in the name of the Trustee for the benefit and protection of all the Holders of such Bonds, subject 
to the provisions of the Indenture.
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Bondholders’ Direction of Proceedings

Anything in the Indenture to the contrary notwithstanding, but subject thereto, the Holders 
of sixty-six and two-thirds percent (66-2/3%) in aggregate principal amount of the Bonds then Outstanding 
shall have the right, by an instrument or concurrent instruments in writing executed and delivered to the 
Trustee, to direct the method of conducting all remedial proceedings taken by the Trustee under the 
Indenture, provided that such direction shall not be otherwise than in accordance with law and the 
provisions of the Indenture, and that the Trustee shall have the right to decline to follow any such direction 
which in the opinion of the Trustee would be unjustly prejudicial to Bondholders not parties to such 
direction or for which it has not been provided adequate indemnity satisfactory to it.

Limitation on Bondholders’ Right to Sue

Subject to certain provisions of the Indenture no Holder of any Bond shall have the right to 
institute any suit, action or proceeding at law or in equity, for the protection or enforcement of any right or 
remedy under the Indenture, the Loan Agreement or any applicable law with respect to such Bond, unless 
(1) such Holder shall have given to the Trustee written notice of the occurrence of an Event of Default; (2) 
the Holders of not less than sixty-six and two-thirds percent (66-2/3%) in aggregate principal amount of the 
Bonds then Outstanding shall have made written request upon the Trustee to exercise the powers 
thereinbefore granted or to institute such suit, action or proceeding in its own name; (3) subject to certain 
provisions of the Indenture such Holder or said Holders shall have tendered to the Trustee reasonable 
indemnity against the costs, expenses and liabilities to be incurred in compliance with such request; and (4) 
the Trustee shall have refused or omitted to comply with such request for a period of 60 days after such 
written request shall have been received by, and said tender of indemnity shall have been made to, the 
Trustee.

Such notification, request, tender of indemnity and refusal or omission are declared, in 
every case, to be conditions precedent to the exercise by any Holder of Bonds of any remedy thereunder or 
under law; it being understood and intended that no one or more Holders of Bonds shall have any right in 
any manner whatever by such Holders’ action to affect, disturb or prejudice the security of the Indenture or 
the rights of any other Holders of Bonds, or to enforce any right under the Indenture, the Loan Agreement 
or applicable law with respect to the Bonds, except in the manner provided in the Indenture, and that all 
proceedings at law or in equity to enforce any such right shall be instituted, had and maintained in the 
manner therein provided and for the benefit and protection of all Holders of the Outstanding Bonds, subject 
to the provisions of the Indenture.

Bank Deemed Holder

The Bank shall be deemed to be the Holder of all Bonds then Outstanding for which its 
Letter of Credit is providing support, so long as such Letter of Credit is in effect and the Bank is not in 
default thereunder.

Consent To Defaults

Notwithstanding any other provisions of the Indenture, but subject thereto, so long as the 
Bank is not continuing wrongfully to dishonor drawings under any Letter of Credit, no Event of Default 
shall be declared pursuant to the Indenture (except in a case resulting from the failure of the Corporation to 
pay the Trustee’s fees and expenses or to indemnify the Trustee), nor any remedies exercised with respect 
to any Event of Default by the Trustee or by the Bondholders (except in a case resulting from the failure of 
the Corporation to pay the Trustee’s fees and expenses or to indemnify the Trustee) and no Event of 
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Default under the Indenture shall be waived by the Trustee or the Bondholders to the extent they may 
otherwise be permitted thereunder, without, in any case, the prior written consent of the Bank.  No Event of 
Default can be waived, in any circumstance, unless the Trustee has received written notice from the Bank 
that the Letter of Credit, if any, has been fully reinstated and is in full force and effect and that the notice 
from the Bank declaring an Event of Default (as defined under the Reimbursement Agreement) under the 
Reimbursement Agreement has been rescinded by the Bank.

Additional Requirements Concerning Foreclosure  

Notwithstanding anything in the Indenture, the Deed of Trust, the Loan Agreement or any 
document to the contrary, the Trustee shall not be required to initiate foreclosure proceedings with respect 
to the Facilities, and shall not otherwise be required to acquire possession of, or take other action with 
respect to the Facilities which could cause it to be considered an “owner” or “operator” within the meaning 
of the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended from 
time to time, or any other law dealing with environmental matters or hazardous substances, unless the 
Trustee has sufficient comfort, based on previous determinations by experts on which the Trustee can rely, 
including an environmental report (any expense of a new report shall be paid from available funds under 
the Indenture in the Trustee’s possession and control or shall be paid by the Holder or Holders), that:

(i) the Facilities are in compliance with all environmental laws, rules or regulations 
or, if the Facilities are not in compliance, that it would nevertheless be in the best economic interest 
of the Trustee and the Holder or Holders to take such actions as are necessary for the Facilities to 
comply therewith; and

(ii) there are no circumstances present at the Facilities relating to the use, management 
or disposal of any hazardous substances, hazardous materials, hazardous wastes, or petroleum-
based materials for which investigation, testing, monitoring, contaminant clean up or remedial 
action could be required under any environmental laws or that, if any such materials are present for 
which such action could be required, that it would nevertheless be in the best economic interest of 
the Trustee and the Holder or Holders to take such actions with respect to the Facilities; and

(iii) if the Trustee has determined that it would be in the best economic interest of the 
Trustee and the Holder or Holders, the Trustee must be satisfied that it will suffer no unreimbursed 
liabilities and will be adequately reimbursed for all liabilities, expenses and costs from available 
funds in the Trustee’s possession and control or from funds made available to the Trustee from the 
Holder or Holders, the Bank or the Confirming Bank; and

(iv) if the Trustee has determined that it would be in the best economic interest of the 
Trustee and the Holder or Holders to take any such action and its aforementioned liabilities, 
expenses and costs will be adequately reimbursed the Trustee has so notified the Holder or Holders 
and has not received, within 30 days of such notification, instructions from the Holder or the 
Holders of a majority of the Bonds Outstanding directing it not to take such action.

If the foregoing conditions are not satisfied and the Trustee is not willing to waive such 
conditions and initiate foreclosure proceedings, then the Trustee shall take such actions as are reasonably 
necessary or appropriate in order to facilitate the appointment of a co-trustee, being a person or entity 
designated by the Holder or Holders and to assign to such person or entity (subject, however, to the trusts 
created pursuant to the Indenture) the beneficial interest under the Deed of Trust which secures the 
obligations under the Loan Agreement for the limited purpose of conducting a foreclosure of such Deed of 
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Trust and receiving and holding any title to real estate obtained as a result of such foreclosure.  Persons or 
entities appointed as co-trustees pursuant to this Section shall not be required to meet certain criteria of the 
Indenture, or any other criteria, in order to serve as such.  The Trustee shall not be responsible for the acts 
of a co-trustee appointed pursuant to the above.

Notwithstanding anything in the Indenture, the Deed of Trust, the Loan Agreement or any 
document to the contrary, only available funds in the Trustee’s possession and control under the Indenture 
or funds provided by the Holder, Holders or the Bank, may be used to remedy an environmental 
contamination and the Trustee will not have personal liability for clean-up costs, unless the environmental 
contamination is a result of negligent acts of the Trustee in its fiduciary capacity.

Paying Agent

The Authority, with the written approval of the Trustee and the Bank, may appoint and at 
all times have a Paying Agent in such cities as the Authority deems desirable, for the payment of the 
principal of, and the interest (and premium, if any) on, the Bonds.  It shall be the duty of the Trustee to 
make such credit arrangements with such Paying Agent as may be necessary to assure, to the extent of the 
moneys held by the Trustee for such payment, the prompt payment of the principal of, and interest (and 
premium, if any) on, the Bonds presented at either place of payment.  The Trustee will not be responsible 
for the failure of the Bank or any other party to make funds available to the Trustee or Paying Agent.  The 
Trustee is the initial Paying Agent.  If the Paying Agent is any entity other than the Trustee, (i) the Paying 
Agent may hold any such funds and (ii) the Paying Agent shall be subject to the same standards applicable 
to the Trustee as set forth in the Indenture.

The Remarketing Agent

The Authority, with the advice of the Corporation, shall appoint the Remarketing Agent 
for the Bonds, subject to the conditions set forth in the Indenture.  The Remarketing Agent shall designate 
to the Trustee its principal office and signify its acceptance of the duties and obligations imposed on it 
under the Indenture by a written instrument of acceptance delivered to the Authority and the Trustee.  Any 
successor Remarketing Agent shall be a bank, trust company or member of the National Association of 
Securities Dealers, Inc., organized and doing business under the laws of the United States or any state or 
the District of Columbia and shall have a capitalization of at least $10,000,000 as shown in its most recent 
published annual report.  The initial Remarketing Agent shall be B.C. Ziegler and Company, doing 
business as Ziegler Capital Markets Group.  The Remarketing Agent may resign by notifying the 
Authority, the Trustee, the Tender Agent, the Corporation and the Bank at least 45 days before the 
effective date of such resignation.  The Authority may remove the Remarketing Agent and with the consent 
of the Corporation and the Bank, appoint a successor by notifying the Remarketing Agent, the Bank and 
the Trustee.  No resignation or removal shall be effective until the successor has delivered an acceptance of 
its appointment to the Trustee.  If a Letter of Credit is terminated for any reason or an Event of Default 
occurs under the Indenture, then the Remarketing Agent shall have the right to resign immediately.  The 
appointment of any Remarketing Agent pursuant to the Indenture shall terminate (subject to renewal or 
replacement by the Authority) fifteen (15) days prior to the commencement of the Fixed Interest Rate 
Period for which such Remarketing Agent was appointed.

The Tender Agent

Pursuant to the Indenture, the Authority appoints the Trustee as initial Tender Agent and 
the Trustee, as Tender Agent, accepts such appointment.  Successor Tender Agents may be appointed by 
the Corporation from time to time upon notice to the Tender Agent, the Bank and the Trustee.  Any 
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successor Tender Agent shall designate its principal office and signify its acceptance of all of the duties and 
obligations imposed upon it under the Indenture by a written instrument of acceptance delivered to the 
Authority, the Trustee, the Bank and the Remarketing Agent.  The Tender Agent shall perform the duties 
provided for in the Indenture and in exercising such duties shall be entitled to the same rights and 
immunities applicable to the Trustee as set forth in the Indenture.  The Tender Agent and any successor to 
the Tender Agent shall be a bank, national banking association, a trust company or a corporation having 
the powers of a trust company organized and doing business under the laws of the United States or any 
state and shall either (i) have a combined capital and surplus of at least $50,000,000 and be subject to 
supervision or examination by either federal or state authority, or (ii) be a wholly-owned subsidiary of a 
bank, national banking association, trust company or bank holding company meeting, on an aggregate 
basis, the tests set out in clause (i).  At all times when the Bonds are not Book-Entry Bonds, the Tender 
Agent shall have an office or agency for servicing the Bonds in New York, New York.  

Modification with Consent of Bank or Holders

The Indenture and the rights and obligations of the Authority and of the Holders of the 
Bonds and of the Trustee may be modified or amended from time to time and at any time by an indenture or 
indentures supplemental thereto, which the Authority and the Trustee may enter into upon written consent 
of  (1) if a Letter of Credit is then in effect, the Bank or (2) if no Letter of Credit is then in effect, the 
Holders of a majority in aggregate principal amount of all Bonds then Outstanding.  No such modification 
or amendment shall (1) extend the fixed maturity of any Bond, or reduce the amount of principal thereof, or 
extend the time of payment, or change the method of computing the rate of interest thereon, or extend the 
time of payment of interest thereon, without the consent of the Holder of each Bond so affected, or (2) 
reduce the aforesaid percentage of Bonds the consent of the Holders of which is required to effect any such 
modification or amendment, or permit the creation of any lien on the Revenues and other assets pledged 
under the Indenture prior to or on a parity with the lien created by the Indenture, or deprive the Holders of 
the Bonds of the lien created by the Indenture on such Revenues and other assets (except as expressly 
provided in the Indenture), without the consent of the Holders of all of the Bonds then Outstanding.  It shall 
not be necessary for the consent of the Bondholders to approve the particular form of any Supplemental 
Indenture, but it shall be sufficient if such consent shall approve the substance thereof.  Promptly after the 
execution by the Authority and the Trustee of any Supplemental Indenture pursuant to this provision, the 
Trustee shall mail a notice, setting forth in general terms the substance of such Supplemental Indenture to 
the Holders of the Bonds at the address shown on the registration books of the Trustee. Any failure to give 
such notice, or any defect therein, shall not, however, in any way impair or affect the validity of any such 
Supplemental Indenture.

Modification without Consent of Holders

The Indenture and the rights and obligations of the Authority, of the Trustee and of the 
Holders of the Bonds may also be modified or amended from time to time and at any time by an indenture 
or indentures supplemental thereto, which the Authority and the Trustee may enter into without the consent 
of any Bondholders, but with the consent of the Bank, as long as the Letter of Credit is in effect and the 
Bank is not in default thereunder, and only to the extent permitted by law and after receipt of an opinion of 
counsel that the provisions of such Supplemental Indenture shall not materially adversely affect the 
interests of the Holders of the Bonds, including, without limitation, for any one or more of the following 
purposes:

(1) to add to the covenants and agreements of the Authority in the Indenture 
contained other covenants and agreements thereafter to be observed, to pledge or assign additional 
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security for the Bonds (or any portion thereof), or to surrender any right or power therein reserved 
to or conferred upon the Authority;

(2) to make such provisions for the purpose of curing any ambiguity, 
inconsistency or omission, or of curing or correcting any defective provision, contained in the 
Indenture, or in regard to matters or questions arising under the Indenture, as the Authority may 
deem necessary or desirable and not inconsistent with the Indenture;

(3) to modify, amend or supplement the Indenture in such manner as to permit 
the qualification thereof under the Trust Indenture Act of 1939, as amended, or any similar federal 
statute thereafter in effect, and to add such other terms, conditions and provisions as may be 
permitted by said act or similar federal statute; 

(4) to conform to the terms and provisions of any Alternate Letter of Credit;

(5) to modify, amend or supplement the Indenture in such a manner to permit 
the Authority, the Trustee, the Corporation or any other responsible party to comply with the 
requirements of S.E.C. Rule 15c2-12, as it may from time to time be amended or supplemented, 
with respect to the Bonds; or

(6) to make any modification or amendment to the Indenture, even if consent 
of Bondholders would otherwise be required, (i) if such amendment will be effective upon the 
remarketing of Bonds following the mandatory tender of the Bonds pursuant to the Indenture (ii) if 
notice of such proposed modification or amendment is given to Bondholders (in the same manner 
as notices of redemption are given) at least 15 days before the effective date thereof and on or 
before such effective date, the Bondholders have the right to demand purchase of their Bonds 
pursuant to the Indenture.

Discharge of Indenture

Bonds may be paid by the Authority in any of the following ways, with the prior written 
consent of the Bank, as long as the Letter of Credit is in effect and the Bank is not in default thereunder, 
provided that the Authority also pays or causes to be paid any other sums payable thereunder by the 
Authority:

(a) by paying or causing to be paid with Available Moneys the principal of, interest 
and premium, if any, on the Bonds, as and when the same become due and payable;

(b) while the Bonds bear interest at the Fixed Interest Rate, by depositing with the 
Trustee, in trust, at or before maturity, money or securities in the necessary amount (as provided in 
the Indenture) to pay or redeem with Available Moneys all Bonds then Outstanding; or

(c) while the Bond bear interest at the Fixed Interest Rate, by delivering to the 
Trustee, for cancellation by it, the Bonds then Outstanding.

If the Authority shall also pay or cause to be paid all other sums payable under the 
Indenture by the Authority, then and in that case, at the election of the Authority, and notwithstanding that 
any Bonds shall not have been surrendered for payment, the Indenture and the pledge of Revenues and 
other assets made under the Indenture and all covenants, agreements and other obligations of the Authority 
under the Indenture shall cease, terminate, become void and be completely discharged and satisfied except 
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only as provided below, and thereupon the Trustee shall forthwith execute proper instruments 
acknowledging satisfaction of and discharging the Indenture.

Discharge of Liability on Bonds

Upon the deposit with the Trustee, in trust, at or before maturity, of money or securities in 
the necessary amount (as provided in the Indenture) to pay or redeem any Outstanding Bond (whether upon 
or prior to its maturity or the redemption date of such Bond), provided that, if such Bond is to be redeemed 
prior to maturity, notice of such redemption shall have been given as provided in the provisions of the 
Indenture related to redemption or provision satisfactory to the Trustee shall have been made for the giving 
of such notice, then all liability of the Authority in respect of such Bond shall cease, terminate and be 
completely discharged, except only that the Holder thereof shall thereafter be entitled to payment of the 
principal of, premium, if any, and interest on such Bond by the Authority, and the Authority shall remain 
liable for such payment, but only out of such money or securities deposited with the Trustee as aforesaid 
for their payment, provided further, however, that the provisions of the Indenture shall apply in all events.

Deposit of Money or Securities with Trustee

Whenever it is provided or permitted in the Indenture that there be deposited with or held 
in trust by the Trustee money or securities in the necessary amount to pay or redeem any Bonds, the money 
or securities to be deposited or held may include money or securities held by the Trustee in the funds and 
accounts established pursuant to the Indenture (exclusive of the Letter of Credit Account, the Confirming 
Letter of Credit Account, the Rebate Fund and the account described in the Indenture for unclaimed 
moneys for Bonds deemed tendered but not presented for purchase) and shall be:

(a) Available Moneys in an equal amount to the principal amount of such Bonds, and 
all unpaid interest thereon to maturity except that, in the case of Bonds which are to be redeemed 
prior to maturity and in respect of which notice of such redemption shall have been given as 
provided in the provisions of the Indenture related to redemption or provision satisfactory to the 
Trustee shall have been made for the giving of such notice, the amount to be deposited or held shall 
be the principal amount or redemption price of such Bonds and all unpaid interest thereon to the 
redemption date; or

(b) Government Obligations purchased with Available Moneys, the principal of and 
interest on which when due and without reinvestment will provide money sufficient to pay the 
principal of, premium, if any, all unpaid interest to maturity, or to the redemption date, on the 
Bonds to be paid or redeemed, as such principal and interest become due, with maturities no longer 
than 30 days or as may be necessary to make the required payment on the Bonds provided that, in 
the case of Bonds which are to be redeemed prior to the maturity thereof, notice of such redemption 
shall have been given as provided in the provisions of the Indenture related to redemption and 
purchase of Bonds or provision satisfactory to the Trustee shall have been made for the giving of 
such notice;

provided, in each case, that the Trustee shall have been irrevocably instructed (by the terms of the 
Indenture or by a request of the Authority) to apply such money or Investment Securities to the payment of 
such principal, premium, if any, and interest on such Bonds and provided further that Moody’s and the 
Trustee shall have received a report from an accountant that the moneys or Investment Securities on deposit 
are sufficient to pay the principal, premium, if any, and interest on the Bonds to maturity or the redemption 
date, and a legal opinion from a nationally recognized firm in bankruptcy law that payment of the Bonds 



B-29

from such moneys would not constitute transfers avoidable under 11 U.S.C. Section 547(b) should the 
Corporation, any Guarantor or the Authority become the debtor in a case under the United States 
Bankruptcy Code.

Limitation of Rights to Parties and Bondholders

Nothing in the Indenture or in the Bonds expressed or implied is intended or shall be 
construed to give to any person other than the Authority, the Trustee, the Bank, the Confirming Bank, the 
Corporation, Direct Participants (as provided in the Indenture) and the Holders of the Bonds, any legal or 
equitable right, remedy or claim under or in respect of the Indenture or any covenant, condition or provision 
in the Indenture contained; and all such covenants, conditions and provisions are and shall be held to be for 
the sole and exclusive benefit of the Authority, the Trustee, the Bank, the Confirming Bank, the 
Corporation, Direct Participants (as provided in the Indenture) and the Holders of the Bonds.

THE LOAN AGREEMENT

The Loan Agreement, entered into between the Authority and the Corporation, provides 
for, among other things, the loan of the Bond proceeds by the Authority to the Corporation, certain 
covenants of the Corporation relating to the loan, including repayment of the loan, and defines events of 
default and remedies therefor.  Certain provisions of the Loan Agreement, not previously discussed in 
this Official Statement are summarized below.  This summary does not purport to be complete or 
definitive and is qualified in its entirety by reference to the full terms of the Loan Agreement. 

Payment of Loan Repayments

By the terms of the Loan Agreement, the Authority lends and advances to the Corporation, and 
the Corporation borrows and accepts from the Authority, the proceeds received from the sale of the Bonds, such 
proceeds to be applied under the terms and conditions of the Loan Agreement and the Indenture.  In consideration 
of the loan of such proceeds to the Corporation, the Corporation agrees that as long as any of the Bonds remain 
Outstanding, it shall pay to the Trustee for deposit in the Revenue Fund: 1) on or before each Interest Payment 
Date and Principal Payment Date, while the Bonds bear interest at a Weekly Rate, the amount of interest on and 
principal of the Bonds becoming due and payable on such dates, and 2) on or before the first Business Day of 
each month, after the Bonds are converted to bear interest at the Fixed Interest Rate, the sum of (a) one-sixth of 
the aggregate amount of interest becoming due and payable on the next succeeding Interest Payment Date on all 
Bonds then Outstanding; provided that from the first Business Day of each month following the date upon which 
interest on the Bonds begins to accrue interest at the Fixed Interest Rate until the next succeeding Interest 
Payment Date, such payments to the Trustee for deposit in the Revenue Fund shall be sufficient on a pro rata 
basis to pay the interest becoming due and payable on said Interest Payment Date; and (b) plus one-twelfth of the 
aggregate amount of principal becoming due and payable on the next succeeding Principal Payment Date on the 
Outstanding Bonds; provided that from the first Business Day of each month following the date upon which 
interest on the Bonds begins to accrue interest at the Fixed Interest Rate until the next succeeding Principal 
Payment Date, such payments to the Trustee for deposit in the Revenue Fund shall be sufficient on a pro rata 
basis to pay the principal becoming due and payable on said Principal Payment Date.  Notwithstanding the 
foregoing, if on any Interest Payment Date or Principal Payment Date with respect to the Bonds, the aggregate 
amount in the Revenue Fund is for any reason insufficient or unavailable to make the required payments of 
principal (or Redemption Price) of or interest on the Bonds then becoming due (whether by maturity, redemption 
or acceleration), the Corporation shall forthwith pay the amount of any such deficiency to the Trustee.  Each 
payment by the Corporation to the Trustee under the Loan Agreement (the “Loan Repayments”) shall be in 
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lawful money of the United States of America and paid to the Trustee at its Principal Corporate Trust Bank and 
held, invested, disbursed and applied as provided in the Indenture. 

Except as otherwise expressly provided in the Loan Agreement, all amounts payable under the 
Loan Agreement by the Corporation to the Authority shall be paid to the Trustee as assignee of the Authority and 
the Loan Agreement and all right, title and interest of the Authority in any such payments are assigned and 
pledged to the Trustee so long as any Bonds remain Outstanding.

The Corporation shall receive a credit against its payments required to be made under the Loan 
Agreement, in addition to any credits resulting from payment or repayment from other sources, to the extent of 
any corresponding payment made by the Bank to the Trustee under the Letter of Credit.

Additional Payments

In addition to the Loan Repayments, the Corporation shall also pay to the Authority or to 
the Trustee, as the case may be, all taxes and assessments of any type or character charged to the Authority 
or to the Trustee affecting the amount available to the Authority or the Trustee from payments to be 
received under the Loan Agreement or in any way arising due to the transactions contemplated by the Loan 
Agreement (including taxes and assessments assessed or levied by any public agency or governmental 
authority of whatsoever character having power to levy taxes or assessments) but excluding franchise taxes 
based upon the capital and/or income of the Trustee and taxes based upon or measured by the net income 
of the Trustee; provided, however, that the Corporation shall have the right to protest any such taxes or 
assessments and to require the Authority or the Trustee, at the Corporation’s expense, to protest and 
contest any such taxes or assessments levied upon them and that the Corporation shall have the right to 
withhold payment of any such taxes or assessments pending disposition of any such protest or contest 
unless such withholding, protest or contest would adversely affect the rights or interests of the Authority or 
the Trustee.

In addition, the Corporation agrees to pay certain Trustee fees, Authority expenses, and 
other miscellaneous amounts.

Obligations of the Corporation Unconditional; Net Contract

The obligations of the Corporation to make the Loan Repayments and Additional Payments 
required under the Loan Agreement and to perform and observe the other agreements on its part contained in the 
Loan Agreement shall be absolute and unconditional, and shall not be abated, rebated, setoff, reduced, abrogated, 
terminated, waived, diminished, postponed or otherwise modified in any manner or to any extent whatsoever, 
while any Bonds remain Outstanding or any Additional Payments remain unpaid, regardless of any contingency, 
act of God, event or cause whatsoever, including, without limiting the generality of the foregoing, any acts or 
circumstances that may constitute failure of consideration, eviction or constructive eviction, the taking by eminent 
domain or destruction of or damage to the Facilities, commercial frustration of purpose, any changes in the laws 
of the United States of America or of the State of California or any political subdivision of either or in the rules or 
regulations of any governmental authority, or any failure of the Authority or the Trustee to perform and observe 
any agreement, whether express or implied, or any duty, liability or obligation arising out of or connected with the 
Loan Agreement or the Indenture.  The Loan Agreement shall be deemed and construed to be a “net contract,” 
and the Corporation shall pay absolutely net the Loan Repayments, Additional Payments and all other payments 
required under the Loan Agreement, regardless of any rights of setoff, recoupment, abatement or counterclaim 
that the Corporation might otherwise have against the Authority or the Trustee or any other party or parties.
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Prepayment

The Corporation shall have the right at any time or from time to time to prepay all or any part of 
the Loan Repayments and the Authority agrees that the Trustee shall accept such prepayments when the same are 
tendered by the Corporation.  All such prepayments (and the additional payment of any amount necessary to pay 
the applicable premiums, if any, payable upon the redemption of Bonds) shall be deposited upon receipt in the 
Revenue Fund and used for the redemption or purchase of Outstanding Bonds in the manner and subject to the 
terms and conditions set forth in the Indenture and the Reimbursement Agreement.

Security for Corporation’s Obligations

In consideration of the issuance of the Bonds and the loan of the proceeds thereof to the 
Corporation under the Loan Agreement and to secure the payment of Loan Repayments and the 
performance of the other obligations of the Corporation under the Loan Agreement and the Reimbursement 
Agreement, the Corporation pledges and grants a security interest (subject to Permitted Encumbrances) to 
the Trustee, as assignee of the Authority, and the Bank in the Facilities.  The Corporation has entered into 
the Deed of Trust to further secure the Corporation’s obligations under the Loan Agreement and under the 
Reimbursement Agreement.  The Corporation agrees to execute and cause to be filed Uniform Commercial 
Code financing statements in form and substance satisfactory to the Trustee, and to execute and deliver 
such other documents (including, but not limited to, control agreements and continuation statements) as the 
Authority or the Trustee may reasonably require in order to perfect or maintain as perfected such security 
interest or give public notice thereof.

Pledge and Assignment of Gross Revenues; Gross Revenue Fund.  As security for the 
payment of the Loan Repayments and the performance by the Corporation of its other obligations under the 
Loan Agreement and the Reimbursement Agreement and with respect to Parity Debt, the Corporation 
pledges and assigns to the Trustee and the Bank, and grants to the Trustee and the Bank a security interest 
in, all its right, title and interest, in and to the Gross Revenues and the Gross Revenue Fund and the 
proceeds thereof (collectively, the “Collateral”).  The Corporation shall execute such deposit account 
control agreement, shall execute and cause to be filed Uniform Commercial Code financing statements, and 
shall execute and deliver such other documents (including, but not limited to, continuation statements and 
amendments to such Uniform Commercial Code financing statements) as may be necessary or reasonably 
requested by the Trustee and the Bank in order to perfect or maintain the perfection of such security 
interest.  The Corporation irrevocably authorizes the Trustee and the Bank to execute and file any financing 
statements and amendments thereto as may be required to perfect or to continue the perfection of the 
security interest in the Collateral, including, without limitation, financing statements that describe the 
collateral as being of an equal, greater or lesser scope, or with greater or lesser detail, than as set forth in 
the definition of Collateral.  The Corporation also ratifies its authorization for the Trustee and the Bank to 
have filed in any jurisdiction any like financing statements or amendments thereto if filed prior to the date 
of the Loan Agreement.  The Corporation represents and warrants that as of the date of the Loan 
Agreement it is a nonprofit public benefit corporation organized solely under the laws of the State of 
California and that its complete legal name is as set forth on the signature page of the Loan Agreement.  
The Corporation covenants that it will not change its name or its type or jurisdiction of organization unless 
(i) it gives thirty (30) days’ notice of such change to the Trustee and the Bank and (ii) before such change 
occurs it takes all actions as are necessary or advisable to maintain and continue the first priority perfected 
security interest of the Trustee and the Bank in the Collateral.

Subject to the provisions of the succeeding paragraph, the Corporation agrees that, so long 
as any of the Loan Repayments remain unpaid, all of the Gross Revenues of the Corporation shall be 
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deposited as soon as practicable upon receipt in a fund designated as the “Gross Revenue Fund” which the 
Corporation shall establish and maintain in a deposit account or accounts at such banking institution or 
institutions as the Corporation shall from time to time designate in writing to the Trustee and the Bank for 
such purpose (the “Depository Bank(s)”) and which shall enter into a deposit account control agreement 
with the Corporation, the Bank and the Trustee.  Gross Revenues and amounts in the Gross Revenue Fund 
may be used and withdrawn by the Corporation at any time for any lawful purpose, except as hereinafter 
provided.  In the event that the Corporation is delinquent for more than one Business Day in the payment of 
any Loan Repayment or any payment required with respect to Parity Debt, the Authority or the Trustee 
shall notify the Corporation, the Bank and the Depository Bank(s) of such delinquency, and, unless such 
Loan Repayment or payment with respect to Parity Debt is paid within ten (10) days after receipt of such 
notice, exclusive control over the Gross Revenue Fund shall be exercised by the Trustee as provided in the 
deposit account control agreement, but only with the consent of the Bank (provided that such consent shall
be required only if the Letter of Credit  is in effect and the Bank is not in default thereunder).  All Gross 
Revenues of the Corporation shall continue to be deposited in the Gross Revenue Fund as provided in the 
preceding paragraph and the Trustee shall continue to exercise exclusive control over the Gross Revenue 
Fund until the amounts on deposit in said fund are sufficient to pay in full, or have been used to pay in full, 
all Loan Repayments and payments with respect to Parity Debt in default and all other then-existing Loan 
Default Events and events of default with respect to Parity Debt known to the Trustee shall have been made 
good or cured to the satisfaction of the Trustee or provision deemed by the Trustee to be adequate shall 
have been made therefor.  During any period that the Gross Revenue Fund is subject to the exclusive 
control of the Trustee, the Trustee shall use and withdraw amounts in said fund from time to time to make 
Loan Repayments, Additional Payments, and the other payments required of the Corporation under the 
Loan Agreement or with respect to any Parity Debt as such payments become due (whether by maturity, 
redemption, acceleration or otherwise), and, if such amounts shall not be sufficient to pay in full all such 
payments due on any date, then to the payment of Loan Repayments and Debt Service on such Parity Debt 
ratably, without any discrimination or preference, and to such other payments in the order which the 
Trustee, in its discretion, shall determine to be in the best interests of the holders of the Bonds and such 
Parity Debt, without discrimination or preference.  During any period that the Gross Revenue Fund is 
subject to the exclusive control of the Trustee, the Corporation shall not be entitled to use or withdraw any 
of the Gross Revenues of the Corporation unless and to the extent that the Trustee at its sole discretion (or 
as directed by the Bank) so directs for the payment of current or past due operating expenses of the 
Corporation; provided, however, that the Corporation may submit requests to the Trustee as to which 
expenses to pay and in which order.  The Corporation agrees to execute and deliver all instruments as may 
be required to implement this subsection.  The Corporation further agrees that a failure to comply with the 
terms of this subsection shall cause irreparable harm to the holders from time to time of the Bonds and of 
Parity Debt, and shall entitle the Trustee, with or without notice to the Corporation but with the consent of 
the Bank (provided that such consent shall be required only if the Letter of Credit is in effect and the Bank 
is not in default thereunder), to take immediate action to compel the specific performance of the obligations 
of the Corporation as provided in this subsection.

Notwithstanding the provisions of the preceding paragraph, the Corporation shall not be 
required to establish the Gross Revenue Fund pursuant to the Loan Agreement and the provisions of the 
preceding paragraph shall not be applicable for so long as the Letter of Credit is in effect and the Bank is 
not in default thereunder.

The Corporation covenants and agrees that it will not create, assume or suffer to exist any 
Lien upon the Property of the Corporation, and the Corporation further covenants and agrees that if such a 
Lien is created or assumed by the Corporation, it will make or cause to be made effective a provision 
whereby the obligations of the Corporation under the Loan Agreement will be secured prior to any such 
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Indebtedness or other obligation secured by such Lien; provided, however, that notwithstanding the 
provisions of the section of the Loan Agreement regarding security for Corporation’s obligations, the 
Corporation may create, assume or suffer to exist Permitted Encumbrances.

Upon written request of the Corporation, the Trustee shall execute and deliver such 
releases, subordinations, requests for reconveyance or other instruments as may be reasonably requested by 
the Corporation in connection with (1) the disposition of Property in accordance with the provisions of the 
Reimbursement Agreement or (2) the granting by the Corporation of any Lien which constitutes a 
Permitted Encumbrance under the Loan Agreement.

Prohibited Uses

No portion of the proceeds of the Bonds shall be used to finance or refinance any facility, 
place or building to be used or to be used (1) primarily for sectarian instruction or study or as a place for 
devotional activities or religious worship or (2) by a Person that is not an organization described in Section 
501(c)(3) of the Code or a Governmental Unit or by an organization described in Section 501(c)(3) of the 
Code (including the Corporation) in an “unrelated trade or business” (as set forth in Section 513(a) of the 
Code), in such a manner or to such extent as would result in any of the Bonds being treated as an obligation 
not described in Section 103(a) of the Code.

Tax Covenant

The Corporation covenants in the Loan Agreement that it shall at all times do and perform 
all acts and things permitted by law and the Loan Agreement and the Indenture which are necessary or 
desirable in order to assure that interest paid on the Bonds (or any of them) will be excluded from gross 
income for federal income tax purposes and shall take no action that would result in such interest not being 
excluded from gross income for federal income tax purposes.  Without limiting the generality of the 
foregoing, the Corporation agrees that it will comply with the provisions of the Tax Agreement which are 
incorporated into the Loan Agreement.  This covenant shall survive termination of the Loan Agreement and 
the defeasance or redemption of the Bonds.

Continuing Disclosure

The Corporation covenants and agrees that upon conversion of the Bonds to the Fixed Interest 
Rate Period, it will comply with the continuing disclosure requirements promulgated under S.E.C. Rule 15c2-12, 
as it may from time to time hereafter be amended or supplemented.   Notwithstanding any other provision of the 
Loan Agreement, failure of the Corporation to comply with the requirements of S.E.C. Rule 15c2-12, as it may 
from time to time hereafter be amended or supplemented, shall not be considered a Loan Default Event; however, 
the Trustee may (and, at the request of any Participating Underwriter (as defined in the such a continuing 
disclosure agreement) or the Holders of at least twenty-five percent (25%) aggregate principal amount in 
Outstanding Bonds, shall, but only to the extent indemnified to its satisfaction from any costs, expense or liability 
arising from or related thereto, including, without limitation, reasonable fees and expenses of its attorneys and 
additional fees and expenses of the Trustee) or any Bondholder or Beneficial Owner may take such actions as 
may be necessary and appropriate, including seeking specific performance by court order, to cause the 
Corporation to comply with its obligations under the Loan Agreement.  For purposes of this section, “Beneficial 
Owner” means any Person which has or shares the power, directly or indirectly, to make investment decisions 
concerning ownership of any Bonds (including Persons holding Bonds through nominees, depositories or other 
intermediaries).
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Letter of Credit

Except as may be permitted under the Indenture, the Corporation agrees that throughout 
the term of the Loan Agreement it will maintain or cause to be maintained a Letter of Credit for the Bonds 
or an Alternate Letter of Credit for the Bonds.  At any time the Corporation may, at its option, provide for 
the delivery to the Trustee of an Alternate Letter of Credit and the Corporation shall, in any event, cause to 
be delivered an Alternate Letter of Credit at least 20 days before the expiration date of any existing Letter 
of Credit, unless otherwise permitted by the Indenture.  An Alternate Letter of Credit shall be an 
irrevocable letter of credit or other irrevocable credit facility (including, if applicable, a confirming letter of 
credit), issued by a commercial bank or other financial institution, the terms of which shall in all material 
respects be the same as the applicable Letter of Credit; provided, that the expiration date of such Alternate 
Letter of Credit shall be a date not earlier than one year from its date of issuance, subject to earlier 
termination upon payment of the Bonds in full or provision for such payment in accordance with the 
Indenture.  On or prior to the date of the delivery of an Alternate Letter of Credit to the Trustee, the 
Corporation shall cause to be furnished to the Trustee (i) an opinion of counsel to the Bank issuing such 
Alternate Letter of Credit stating to the effect that such Alternate Letter of Credit is enforceable in 
accordance with its terms (except to the extent that the enforceability thereof may be limited by bankruptcy, 
reorganization or similar laws limiting the enforceability of creditors’ rights generally and except that no 
opinion need be expressed as to the availability of any discretionary equitable remedies) and (ii) written 
evidence from the Rating Agency that the Bonds shall have a long-term rating of “A” (or equivalent) Rating 
Category or higher or, if the Bonds only have a short-term rating, such short-term rating shall be in the 
highest short-term Rating Category.

The Corporation shall provide written notice to the Trustee no later than 90 days prior to 
the expiration of the Letter of Credit of such expiration date.

Nonliability of Authority

The Authority shall not be obligated to pay the principal (or Redemption Price) of or 
interest on the Bonds, except from Revenues and other moneys and assets received by the Trustee on behalf 
of the Authority pursuant to the Loan Agreement.  Neither the faith and credit nor the taxing power of the 
State or any political subdivision thereof, nor the faith and credit of the Authority, the Association of Bay 
Area Governments or any member is pledged to the payment of the principal (or Redemption Price) or 
interest on the Bonds.  The Authority shall not be liable for any costs, expenses, losses, damages, claims or 
actions, of any conceivable kind on any conceivable theory, under or by reason of or in connection with the 
Loan Agreement, the Deed of Trust, the Bonds or the Indenture, except only to the extent amounts are 
received for the payment thereof from the Corporation under the Loan Agreement.

The Corporation acknowledges by the Loan Agreement that the Authority’s sole source of 
moneys to repay the Bonds will be provided by the payments made by the Corporation pursuant to the 
Loan Agreement, together with investment income on certain funds and accounts held by the Trustee under 
the Indenture, and agrees by the Loan Agreement that if the payments to be made under the Loan 
Agreement shall ever prove insufficient to pay all principal (or Redemption Price) and interest on the Bonds 
as the same shall become due (whether by maturity, redemption, acceleration or otherwise), then upon 
notice from the Trustee, the Corporation shall pay such amounts as are required from time to time to 
prevent any deficiency or default in the payment of such principal (or Redemption Price) or interest, 
including, but not limited to, any deficiency caused by acts, omissions, nonfeasance or malfeasance on the 
part of the Trustee, the Corporation, the Authority or any third party.
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Loan Default Events

The following events shall be “Loan Default Events”:

(a) Failure by the Corporation to pay in full any payment required under the Loan 
Agreement when due, whether at maturity, upon a date fixed for prepayment, by declaration or otherwise 
pursuant to the terms of the Loan Agreement;

(b) If any representation or warranty made by the Corporation in the Loan Agreement or in 
any document, instrument or certificate furnished to the Trustee or the Authority in connection with the 
issuance of the Bonds shall at any time prove to have been incorrect in any material respect as of the time 
made;

(c) If the Corporation shall fail to observe or perform any covenant, condition, agreement 
or provision in the Loan Agreement on its part to be observed or performed, other than as referred to in 
(a) or (b) above for a period of 60 days after written notice, specifying such failure or breach and 
requesting that it be remedied, has been given to the Corporation by the Authority, the Bank or the 
Trustee; except that, if such failure or breach can be remedied but not within such sixty-day period and if 
the Corporation has taken all action reasonably possible to remedy such failure or breach within such 60 
day period, such failure or breach shall not become a Loan Default Event for so long as the Corporation 
shall diligently proceed to remedy same in accordance with and subject to any directions or limitations of 
time established by the Trustee;

(d) If the Corporation shall abandon the Facilities, or any substantial part thereof and such 
abandonment shall continue for a period of 30 days after written notice thereof shall have been given to 
the Corporation by the Authority, the Bank or the Trustee;

(e) If the Corporation files a petition in voluntary bankruptcy, for the composition of its 
affairs or for its corporate reorganization under any state or federal bankruptcy or insolvency law, or 
makes an assignment for the benefit of creditors, or admits in writing to its insolvency or inability to pay 
debts as they mature, or consents in writing to the appointment of a trustee or receiver for itself or for the 
whole or any substantial part of the Facilities;

(f) If a court of competent jurisdiction shall enter an order, judgment or decree declaring 
the Corporation an insolvent, or adjudging it bankrupt, or appointing a trustee or receiver of the 
Corporation or of the whole or any substantial part of the Facilities, or approving a petition filed against 
the Corporation seeking reorganization of the Corporation under any applicable law or statute of the 
United States of America or any state thereof, and such order, judgment or decree shall not be vacated or 
set aside or stayed within 60 days from the date of the entry thereof; 

(g) If, under the provisions of any other law for the relief or aid of debtors, any court of 
competent jurisdiction shall assume custody or control of the Corporation or of the whole or any 
substantial part of the Facilities, and such custody or control shall not be terminated within 60 days from 
the date of assumption of such custody or control; and

(h) If any Event of Default under the Indenture shall occur.

Upon having actual notice of the existence of a Loan Default Event, the Trustee shall give 
written notice thereof to the Corporation unless the Corporation has expressly acknowledged the existence of such 
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Loan Default Event in a writing delivered by the Corporation to the Trustee or filed by the Corporation in any 
court.

Notwithstanding any other provision of the Loan Agreement to the contrary, so long as the 
Bank is not in default under the Letter of Credit, the Trustee shall not without the prior written consent or 
direction of the Bank exercise any remedies under the Loan Agreement in the case of any Loan Default Event; 
provided, however, that no consent of the Bank shall be required with respect to the enforcement of certain 
provisions of the Loan Agreement regarding indemnification and other expenses.  The Trustee may exercise any 
and all remedies under the Indenture and the Loan Agreement (except acceleration) to enforce these certain 
provisions without obtaining the consent of the Bank.

Remedies on Default

If a Loan Default Event shall occur, then, and in each and every such case during the 
continuance of such Loan Default Event, the Authority or the Trustee, to the extent the Trustee has actual 
knowledge or notice of such Loan Default Event, may take any one or more of the following remedial steps, 
subject in all cases to the provisions of the Indenture:

(a) The Authority or the Trustee may, upon notice in writing to the Corporation and the 
Bank, declare all installments of Loan Repayments and Additional Payments payable for the remainder 
of the term of the Loan Agreement to be immediately due and payable, whereupon the same shall be 
immediately due and payable, anything in the Loan Agreement to the contrary notwithstanding; “all 
installments” as used under this heading shall mean an amount equal to the entire principal amount of the 
then Outstanding Bonds, together with all interest accrued or to accrue on and prior to the next 
succeeding redemption date or dates on which the Bonds can be redeemed after giving notice to the 
Holders thereof as required by the Indenture.

(b) The Authority or the Trustee may take whatever action, at law or in equity, as may 
appear necessary or desirable to collect the Loan Repayments, Additional Payments and any other 
payments then due and thereafter to become due under the Loan Agreement or to enforce the 
performance and observance of any obligation, covenant, agreement or provision contained in the Loan 
Agreement to be observed or performed by the Corporation.

(c) The Trustee shall immediately draw upon the Letter of Credit, if permitted by its terms 
and required by the terms of the Indenture, and apply the amount so drawn in accordance with the 
Indenture and may exercise any remedy available to it thereunder.

Assignment by Authority or Trustee

The Agreement, including the right to receive payments required to be made by the Corporation 
under the Loan Agreement and to compel or otherwise enforce performance by the Corporation of its other 
obligations under the Loan Agreement, may be assigned and reassigned in whole or in part to one or more 
assignees or subassignees by the Authority or the Trustee at any time subsequent to its execution without the 
necessity of obtaining the consent of the Corporation.  The Authority expressly acknowledges that all right, title 
and interest of the Authority in and to the Loan Agreement (excluding the Authority’s right to indemnification, 
fees and expenses) has been assigned to the Trustee, as security for the Bonds under and as provided in the 
Indenture, and that if any Loan Default Event shall occur, the Trustee shall be entitled to act under the Loan 
Agreement in the place and stead of the Authority.
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APPENDIX C – FORM OF OPINION OF BOND COUNSEL

December 6, 2006

ABAG Finance Authority for
Nonprofit Corporations

Oakland, California

ABAG Finance Authority for Nonprofit Corporations
Senior Living Revenue Bonds (Elder Care Alliance of San Francisco), Series 2006A

(Final Opinion)

Ladies and Gentlemen:

We have acted as bond counsel to the ABAG Finance Authority for Nonprofit Corporations (the 
“Authority”) in connection with the issuance of $33,895,000 aggregate principal amount of ABAG 
Finance Authority for Nonprofit Corporations Senior Living Revenue Bonds (Elder Care Alliance of San 
Francisco), Series 2006A (the “Bonds”), issued pursuant to the provisions of the Joint Exercise of Powers 
Act, constituting Chapter 5 of Division 7 of Title 1 (commencing with Section 6500) of the California 
Government Code, and an indenture, dated as of December 1, 2006 (the “Indenture”), between the 
Authority and The Bank of New York Trust Company, N.A., as trustee (the “Trustee”).  The Indenture 
provides that the Bonds are issued for the purpose of making a loan of the proceeds thereof to Elder Care 
Alliance of San Francisco (the “Corporation”) pursuant to a loan agreement, dated as of December 1, 
2006 (the “Loan Agreement”), between the Authority and the Corporation.  Capitalized terms not 
otherwise defined herein shall have the meanings ascribed thereto in the Indenture.

In such connection, we have reviewed the Indenture; the Loan Agreement; the Tax Certificate 
and Agreement, dated the date hereof (the “Tax Agreement”), between the Authority and the Corporation;
opinions of counsel to the Authority, the Corporation and Elder Care Alliance (“ECA”); certificates of the 
Authority, the Trustee, the Corporation and others; and such other documents, opinions and matters to the 
extent we deemed necessary to render the opinions set forth herein.

We have relied on the opinion of Holland & Knight LLP, counsel to the Corporation and ECA, 
regarding, among other matters, the current qualification of the Corporation and ECA as organizations 
described in Section 501(c)(3) of the Internal Revenue Code of 1986 (the “Code”) and the use of the 
facilities financed with the proceeds of the Bonds in activities that are not considered unrelated trade or 
business activities of the Corporation or ECA within the meaning of Section 513 of the Code.  We note 
that such opinion is subject to a number of qualifications and limitations.  Failure of the Corporation and 
ECA to be organized and operated in accordance with the Internal Revenue Service’s requirements for the 
maintenance of their status as organizations described in Section 501(c)(3) of the Code, or use of the bond 
financed facilities in activities that are considered unrelated trade or business activities of the Corporation 
or ECA within the meaning of Section 513 of the Code, may result in interest on the Bonds being 
included in gross income for federal income tax purposes, possibly from the date of issuance of the 
Bonds.

The interest rate mode and certain agreements, requirements and procedures contained or referred 
to in the Indenture, the Loan Agreement, the Tax Agreement and other relevant documents may be 
changed and certain actions (including, without limitation, defeasance of Bonds) may be taken or omitted 
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under the circumstances and subject to the terms and conditions set forth in such documents.  No opinion 
is expressed herein as to any Bond or the interest thereon if any such change occurs or action is taken or 
omitted upon the advice or approval of counsel other than ourselves.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and 
court decisions and cover certain matters not directly addressed by such authorities.  Such opinions may 
be affected by actions taken or omitted or events occurring after the date hereof.  We have not undertaken 
to determine, or to inform any person, whether any such actions are taken or omitted or events do occur or 
any other matters come to our attention after the date hereof.  Our engagement with respect to the Bonds 
has concluded with their issuance and we disclaim any obligation to update this letter.

We have assumed the genuineness of all documents and signatures presented to us (whether as 
originals or as copies) and the due and legal execution and delivery thereof by, and validity against, any 
parties other than the Authority.  We have assumed, without undertaking to verify, the accuracy of the 
factual matters represented, warranted or certified in the documents, and of the legal conclusions 
contained in the opinions, referred to in the second and third paragraphs hereof.  Furthermore, we have 
assumed compliance with all covenants and agreements contained in the Indenture, the Loan Agreement 
and the Tax Agreement, including (without limitation) covenants and agreements compliance with which 
is necessary to assure that future actions, omissions or events will not cause interest on the Bonds to be 
included in gross income for federal income tax purposes.

We call attention to the fact that the rights and obligations under the Bonds, the Indenture, the 
Loan Agreement and the Tax Agreement and their enforceability may be subject to bankruptcy, 
insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or 
affecting creditors’ rights, to the application of equitable principles and to the exercise of judicial 
discretion in appropriate cases.  We express no opinion with respect to any indemnification, contribution, 
penalty, choice of law, choice of forum, choice of venue, waiver or severability provisions contained in 
the foregoing documents, nor do we express any opinion with respect to the state or quality of title to or 
interest in any of the real or personal property described in or as subject to the lien of the Indenture or the 
Loan Agreement or the accuracy or sufficiency of the description contained therein of, or the remedies 
available to enforce liens on, any such property.  Finally, we undertake no responsibility for the accuracy, 
completeness or fairness of the Official Statement or other offering material relating to the Bonds and 
express no opinion with respect thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the 
following opinions:

1. The Bonds constitute the valid and binding limited obligations of the Authority.

2. The Indenture has been duly executed and delivered by, and constitutes the valid 
and binding obligation of, the Authority.  The Indenture creates a valid pledge, to secure the payment of 
the principal of and interest on the Bonds, of the Revenues and any other amounts (including proceeds of 
the sale of the Bonds) held by the Trustee in any fund or account established pursuant to the Indenture, 
except the Rebate Fund, subject to the provisions of the Indenture permitting the application thereof for 
the purposes and on the terms and conditions set forth in the Indenture.  The Indenture also creates a valid 
assignment to the Trustee, for the benefit of the holders from time to time of the Bonds, of the right, title 
and interest of the Authority in the Loan Agreement (to the extent more particularly described in the 
Indenture).

3. The Loan Agreement has been duly executed and delivered by, and constitutes a 
valid and binding agreement of, the Authority.
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4. The Bonds are not a lien or charge upon the funds or property of the Authority 
except to the extent of the aforementioned pledge and assignment.  Neither the faith and credit nor the 
taxing power of the State of California or of any political subdivision thereof is pledged to the payment of 
the principal of or interest on the Bonds.  The Bonds are not a debt of the State of California, and said 
State is not liable for the payment thereof.

5. Interest on the Bonds is excluded from gross income for federal income tax 
purposes under Section 103 of the Code and is exempt from State of California personal income taxes.  
Interest on the Bonds is not a specific preference item for purposes of the federal individual or corporate 
alternative minimum taxes, although we observe that it is included in adjusted current earnings when 
calculating corporate alternative minimum taxable income.  We express no opinion regarding other tax 
consequences related to the ownership or disposition of, or the accrual or receipt of interest on, the Bonds.

Faithfully yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP

per
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